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This ones going ro hurt! 


Invasion comes high—in blood and money. 


Part of the cost must be paid with human life. That means 
deep and lasting hurt for many and many an American family. 


Part of the cost must be paid in cash . . . this September. And 


that’s going to hurt, too! 


The 34 War Loan Orwe is here/ 


To pay for invasion—to get the money to keep our fighting ma- 

chine going—you, and every man or woman in America, are 

asked to invest in at least one extra $100 Bond in September. 
$100 EXTRA, mind you—for everybody! 

No man or woman can hold back. No man or woman can point 
to his Payroll buying and say, “They don’t mean me!”’ No manor 
woman can say, “I’m already lending 10% or 12% or 20%—I’m 
doing enough!” 


Sure—it’s going to hurt. It’s going to take more than spare 
cash this time—more than just money that might have gone for 
fun. It’s going to take money you have tucked away. It’s going 
to take part of the money we've been living on—money that 
might have meant extra shoes or clothes or food! Money that 
might have gone for anything that we can get along without! 

Sure—it'll be tough to dig up that extra money. But we've got 
to do it—and we will. 

We'll do it partly because of the look that would come over 
the faces of our fighting men if we should fail. We'll do it partly 
because the cheapest, easiest way out of this whole rotten busi- 
ness is for everybody to chip in all he can and help end it quick. 
We'll do it partly because there’s no finer, safer investment in the 
world today than a U. S. War Bond. 


But mostly, we'll do it because America is right smack in the 
middle of the biggest, deadliest, dirtiest war in history. 


And we're Americans. 


back the attack with War Bonds 
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Cover Photo from General Motors 

SYMBOLIC VICTORY nee, IN WAR PLANT OF GENERAL MOTORS 

Echoing the valiant ‘“V’ chalked up under the very noses of Axis patrols, 
America’s emblematic victory symbol is formed by these machines which angular 
drill and machine cylinder heads for Pratt & Whitney Aircraft Engines built by the 
Chevrolet Division of General Motors. Three major operations are performed by 
this battery, whose output contributes to ‘“‘Volume for Victory,’’ Chevrolet’s wartime 
production principle. 
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Here are New Ways 
to Speed Building! 







es YOU are planning construction 
or alterations for the near 
future, these new multiple-function Cel- 
otex Products can save you time, labor, 
and critical materials! 








CEMESTO combines exterior and inte- 
rior finish, plus insulation, in a complete 
fire-resistant wall unit . . . CELO-SIDING 
combines sheathing, insulation, and a min- 
eralized exterior surface. 

CELO-ROCK WALL UNITS, composed of 
laminated layers of gypsum wall board, 
are made in two styles—one weather-sur- 
faced for exterior use, the other clear 
white for interiors. Both are strong, rigid, 
fire-resistant. 











Get full details from your Celotex 
dealer, or write direct to The Celotex Cor- 
poration, Chicago. 
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ROOFING—INSULATING BOARD 
ROCK WOOL—GYPSUM WALLBOARD 
LATH—PLASTER— ACOUSTICAL PRODUCTS 

























Railroad investors—your stocks and 
bonds will mean more to you than mere 
investments if you read TRAINS Maga- 
zine. Accurate, interesting articles, well 
illustrated with maps and the best of 
photographs, tell the stories of Amer- 
ica’s great railroad systems and of their 
current achievements. The reader of 
TRAINS cannot help but be informed 


on the railroad situation. 


Annual Subscription 


$9.50 
Trains weazne 


1043 N. Seventh St., Milwaukee 3, Wisconsin. 
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Underwood-Strs 


Armistice Day in 1918 brought joyous celebration. Whether the present war ends this year or 
later, the public mind is more attuned to the possibility of early peace than during early autumn 
of 1918 when peace was only a few weeks away. People are wondering about jobs, business 
activity and prices in the early months of peace. So are the editors of this magazine, which 


is why we have prepared the economic analysis and projection beginning on page 664. 
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The Trend of Events 


DST-WAR TAXES ... The Treasury will short- 
present new tax proposals to the House Ways and 


means Committee, putting major emphasis on stiffly 


gher personal income tax rates but also asking 
ther rise in the normal corporate rate. If the 
resent consensus of Washington opinion is correct, 


mie most that Congress will contemplate adding to 


rwood-Stri 


STREE 


ederal revenues is a sum between $3,000,000,000 
nd $5,000,000,000. That would close only a modest 
tt of the much-publicized ‘inflation gap’’—which, 
irtunately, does not now appear to be nearly as 
ilationary as the Administration had feared, if 
e can judge by the flattening out of the cost-of-liv- 
g trend and the cessation of labor agitation. 
‘More important to the nation than this belated 
ax program, which may well be the last one during 
ostilities in Europe, is the question of tax policy 
iter the war. As soon as the 1943 tax legislation is 
nt of the way—and it may be early 1944 for that 
atter—it would be highly desirable for a joint 
hnate-EHouse Committee to start a comprehensive 
tudy of how to frame tax policy with the aim of fos- 
tring maximum privately-financed business activity 
nthe peace years to come. 

To this end, business enterprise should pay a 
maller proportion of the total Federal tax bill in 


future than it is paying now or than it paid in recent 
pre-war years; and individuals—who are the final 
recipients of income generated by business enter- 
prise—should pay a larger proportion of the total. 
To the extent that tax policy encourages and induces 
business expansion, there will be more income, of 
both individuals and enterprises, to be taxed. To the 
extent that taxes on enterprise are regressive, there 
will be less privately-generated income to be taxed; 
and more need and demand for Government-spend- 
ing to “fill the gap.” 

The ‘‘carry-back” provisions of present corporate 
tax law will tend, if extended into peace, to encour- 
age business ventures; but this aids only established 
enterprises and, usually, very large ones. Cor- 
porate tax policy should be more flexible. It should 
give more of a “‘break’’ to newly started enterprises 
and to established enterprises which expand facili- 
ties and employment than to others. 


DIVIDEND MORATORIUM ... Capt. Eddie Rick- 
enbacker, the colorful and vigorously opinionated 
president and general manager of Eastern Air 
Lines, has advanced the novel idea that for a three- 
year period after the close of the war American in- 
dustry should declare a moratorium on “earnings 
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and dividends” and invest its reserves and all it can 
borrow in “sound and sane”’ expansion. 

The Captain’s own company does not pay divi- 
dends; and, looking forward to dynamic growth of 
post-war air traffic, its need for ploughing back 
earnings and for obtaining financing is exceptional 
and by no means typical of industry generally. Per- 
haps his own situation colors the Rickenbacker view. 
On an average, industry is far stronger in financial 
reserves right now than it has ever before been, as 
is brought out in the article beginning on page 670 
of this publication. Then, too, the sales markets al- 
ready in sight promise prosperity levels in business 
for several years after the war. If over the first 
three of those years Capt. Rickenbacker’s proposal 
were followed literally—that is, if industry invested 
in facility expansion all its reserves, all its earnings 
and all it could borrow—one could guarantee a 
price inflation that would blow the roof off. 

Aside from what we believe to be the unsound 
economics of the proposal, it is obviously inequitable 
and morally invalid. In principle, what is the differ- 
ence between demanding that investors forego divi- 
dends and demanding that workers forego wages— 
or work for less wages in order that industry will 
have more funds for expansion? What are corporate 
earnings for, if a proper share is not to go to the 
owners of the business? Dividends are simply the 
“wages” on invested capital; and since they are never 
guaranteed, and often are reduced or omitted in 
hard times, that is all the more reason why they 
should be paid when earned. True, some recipients 
of dividends are rich. True, to some, dividends are 
but a portion of income. But to a great many others 
dividends represent either sole income or a major 
portion of total income. Does Capt. Rickenbacker 
propose that these hundreds of thousands shall go 
on Federal relief for three years? And what can he 
guarantee them after the three years are up? No, 
Captain. You'd better forget it. 


THE THIRD WAR LOAN ... This is written as 
the $15,000,000,000 Third War Loan campaign 
enters the home stretch, with nearly three-quarters 
of the national quota already subscribed. No doubt 
the loan will “‘go over”’—but there is no blinking the 
fact that the response of the general public, as com- 
pared with that of institutions, corporations and 
wealthy individuals, has been notably disappointing. 
This can not be charged to a faulty selling effort. 
Only those both blind and deaf could be unaware of 
the incessant urgings to buy bonds shouted over the 
radio and emphasized in the press. To add our own 
exhortations here will, unfortunately, not move 
those who decline to be “sold” on a course which 
combines good investment with patriotic obligation. 

Sales to individuals up to this writing are only 39 





per cent of the national quota, whereas sales 
others are 87 per cent quota. The figures for Ney 
York City are obviously swollen by individual sal 
in Manhattan to wealthy people and corporate e. 
ecutives. The showing to date in Brooklyn, the 
Bronx and Queens is not only poor but shockingly 
so. Of course, New York is not a war boom town 
But this begs the question. Sales to “‘average peopl’ 
throughout the country, even in most centers oj 
booming war employment, are far from what the 
should be. Of course, a great many people jug 
haven’t got surplus money to put into more bonds 

allowing for stiff increases in their cost of living anj 
in taxes. But, however numerous this group, it 1s% T 

minority. For the nation as a whole, the curren H 
modest purchase of war bonds by the “little people prodi 
is absurdly disproportionate to the Governmengwe T¢ 
figures on individual savings. sition 


CIO PROPAGANDA ... In a recent public ad ah 
dress James B. Carey, secretary-treasurer of thy the p 
CIO, proclaimed that unless plans were made fo strug 
post-war employment this country would have 354), ¢h 
000,000 jobless peoples on its hands at the end offi. 
hostilities, with grave social upheaval and destruc positi 
tion of democracy. Mr. Carey’s idea of how to plati.o,}, 
for post-war employment is to have the Gover§ N, 
ment produce civilian goods in the vast total of watfnain 
plant capacity that it now owns, and to let Labofamp 
“participate” in the management of the prograniyide 

This is sheer communist propaganda. In the fir flo: 
place, the 35,000,000 figure for threatened unemfis ma 
ployment is a ridiculous exaggeration. In the seconfiior jn 
place, Government production of civilian goods 0 again 
the scope suggested would wreck so large a segmem{(whic 
of American industry as to make a State economy It ; 
much on the European style, inevitable. We wellthe R 
know that this is exactly what is desired by th#vith 
minority of Communist leaders of American labofyho, 
unions—with which the CIO is all too much infestefthe | 
—but is it what any considerable number of oufdrive 
working people want? We doubt it—and we atitween 
very sure of our doubt. 10 the 

Although Russia and the Russian people are nowto the 
high in the esteem of America, Communism as a wa In 
of life for us has not grown more popular but lesfipon 
so. This is not any kind of a paradox but just nativgaign: 
American horse sense. If the CIO can not or wilfan be 
not rid itself of Communists in leadership positionspive f: 
it should not be unduly surprised when the Goversflition 
ment one of these days feels impelled to take a hanfthe le: 
in the cleansing process. to sur 


THE MARKET PROSPECT . . . Our most recent if? St 
vestment advice will be found in the discussion of thi = 
prospective trend of the market on page 662. Th 


gage é man 
counsel embodied in the feature should be consideref. > 
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in connection with all investment suggestions, elst ie 
where in this issue. Monday, Sept. 27, 1943. | Pp 
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current Tue scramble for post-war economic victory has even been concluded—-in which event one of the 
people’ produced a jumble of conflicting movements. Unless conditions would surely call for the withdrawal of 
ernmengwe realize that we are witnessing a struggle for po- the German armies to behind the Dnieper. As con- 
ition—for a status quo of power and wealth—we firmation of their conjectures they point to the 
will find it all extremely confusing. avid courting of Stalin that is going on in England 
The fact is that ideologies have no significance in and America as evidence of an all-out attempt to 
the present situation, which has deteriorated into a_ prevent another deal. 


Os g See Gt | BY CHARLES BENEDICT 


JOCKEYING FOR POSITION 
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‘ade fo struggle among the various important interests to get No consideration seems to have been given to the 
oe on the right band-wagon. They hope an affiliation formidable underlying obstacles that today exist 
» end of 










with the new powers will enable them to retain their against such an alliance; nor the possibility that this 
destruc position of wealth and dominance in the changed whispering campaign may all be Russian propaganda 
to plitvorld that is developing. directed at the Democracies—that such reports may 
Goverf No longer is either Fascism or Communism the _ be receiving credence and causing alarm because they 
of Watfnain issue. While Hitler was in the ascendency, these come at a time when the Germans are under the 
t Labofamp followers supported Germany. Since it became necessity of shortening their lines in preparation for 
rogramvident that the Nazis were doomed, the tide began a three-front war which may even take them back to 
the firs low toward Russia and Stalin, whose propaganda the Polish border. This latter seems to me the most 
1 unengis making it seem that he will permit the status quo _ likely possibility. 












> seCOfior important enemy interests and their satellites, as Certainly Stalin’s experience with Germany is such 
oods of against the Allied terms of unconditional surrender that, whatever his distrust of the Democracies may 
segmenf( which can mean anything). be, his confidence in Germany is bound to be nil. On 









conomg It is amazing what strange bed-fellows we find in their part the Germans surely must feel that any 
Ne wellthe Russian camp today—a motley crowd mingling trust they may put in Stalin (Please turnto page 708 ) 
by th#vith the great and the near-great 
in labofvho, while waiting on the outcome of 
infestefthe Russian military and _ political 
of oufdrive to Berlin, are straddling be- 
we atitveen Communism and Democracy, 
0 that a quick flop-over can be made 
are nowto the winning side. 
is a wal In this struggle much will depend 
but lesfipon the success of the Allied cam- 
t nativ@aigns in the Mediterranean and what 
or wilkan be accomplished by a major offen- 
ositionpive from the British Isles—upon con- 
Govermlitions inside Germany—and whether 
- a hanfthe leading influences there will prefer 
0 surrender to the United Nations or 
to Russia. Some well-informed indi- 
viduals profess to believe that the an- 
wer will be in our favor if the Ger- 
mans hold the line at the Dnieper, and 
in Stalin’s favor if the Russians break 
through. 
_This reasoning is based on the pos- 
ibility that there is substance to the 
reports that a deal between Russia = 
and Germany is pending—or has Split, Yugoslavia, now in hands of pro-Communist "Partisans." 
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The Market’s Next Move 


The near-term trend evidence provided by the market's pattern is inconclusive for the 


time being. With the technical indications questionable, and dynamic war possibilities 


to be allowed for, we believe retention of cash is preferable to expansion of holdings 


7 re 


Some months ago, when the market was boiling 
upward with low-price stocks in the vanguard, it 
was pointed out here that continuance of the average 
monthly rate of gain shown for the year up to that 
time would carry the market back to the 1937 high 
before 1943 ended. 

Our general line of thought was that (1) the 
scope of the advance in the forepart of the year 
would reduce the potential for the second half-year; 
and that (2) war developments by some time in late 
summer or autumn might well be sufficiently dynamic 
to alter the investment-speculative consensus as to 
the duration of the conflict and therefore induce or 
contribute to a period of market unsettlement and 
readjustment. 

Against this background it does not seem at all 
mysterious to us that the market, thus far in the 
second half-year, has consumed a lot of time without 
important net change in the averages. At this writ- 
ing our weekly index of 273 stocks stands approxi- 
mately where it was in the middle of May, nearly 
four and a half months ago. 

But over this interval it has become much more “‘a 
market of stocks” than it was in the early months of 
the year. The group divergences are more signifi- 
cant than the absence of net change in the broad 
average in a four and a half month period. Thus, 
as compared with mid-May, present levels represent 
approximately the following percentage changes for 
representative stock groups, taking first the ‘“‘up” 
groups: 

Farm equipments, 10%; air lines, 8% ; motion pic- 
tures, 8%; office equipments, 8%; dairy products, 
8%; department stores, 31%; finance companies, 
9%; food brands, 7% ; food stores, 10%; furniture, 
18%; gold mining, 15%; mail order, 21%; meat 
packers, 18%; oils, 4%; soft drinks, 15%; textiles, 
4%; tires and rubber, 14%; tobacco, 8%; variety 
stores, 3%. 

Compared with this, note the following net 
changes on the “‘down”’ side: aircraft, 16%; auto- 
mobile accessories, 6%; automobiles, 7%; copper 
and brass fabricators, 14%; non-ferrous metals, 
14%; rails, 10%; shipbuilding, 25%; and sulphur, 

%. 
y It may be added that groups with insignificant net 
change in four and a half months include: baking, 
bus lines, chemicals, construction, containers, drugs 
and toilet articles, investment trusts, machinery, 
paper, radio, rail equipment, steel and iron, tele- 
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phone and telegraph, and sugar. 

‘The story told by these divergences has become 
very familiar and, indeed, more than a bit monot- 
onous: a preference by investors and speculators for 
“peace” stocks, a profound distrust of “war” stocks, 
and no great liking (at prices far advanced from the 
lows) for stocks of companies which have a consid. 
erable reconversion problem, as for instance the 
motors and accessories. In principle, these prefer. 
ences are entirely logical—but that does not by any 
means imply that “‘peace”’ stocks are a good buy now 
and ‘“‘war’’ stocks a short sale. 

From the point of view of conscientious analysts 
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being so, we lean to a 
distinctly cautious in- 








vestment policy and 
favor holding, or es- 
tablishing, substantial 
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rently shows tenta- 
tive signs of termina- 
tion, without having 
broken 140. An- 
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—and of more sophisticated investors—one of the 
things wrong with this market is that one finds such 
greatly increased difficulty in selecting stocks about 
which one can be really enthusiastic at present prices. 
For instance, although no exception can be taken to 
the premise that Sears, Roebuck has a promising 
post-war sales and earnings prospect, exception can 
and must be taken to any argument that it is a bar- 
gain at present quotations. Within the past few days 
there have been sharp sell-offs in some of the higher 
grade retail stocks—stocks made technically vulner- 
able by advances which discounted post-war prospects 
quite generously, if not excessively. It is possible, 
though it remains to be seen, that this incident is a 
forerunner of difficulty for other recent favorites 
and for the same reason. 

We rather doubt that further strength in a minor- 
ity of favored groups, if it develops, can suffice over 
the near future to pull the broad average above the 
July high. That would probably require, in addition, 
a reawakening of interest in various of the groups 
that contributed little to the recent rally. There is 
no convincing evidence, as this is written, of any such 
broadening of investment or speculative bullishness. 
Thus, in group status, we have a situation at the mo- 
ment that bears close watching. Any material disaf- 
fection from the “‘peace’”’ stocks—on the reasoning 
that they just are not attractively priced—could tip 
the scales in favor of a renewed downward trend in 
the averages. 

However, the present situation—as respects both 
external influences capable of affecting market senti- 
ment and values, and the technical ‘‘indications’’— 
is cloudy. Technically, it may soon begin to rain—or 
the skies may clear. It is not possible, in this kind of 
a blind spot, to have any strong conviction as to 
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other upside effort 
seems a probability 
of the early future. A 
preponderance of skepticism as to the potential for 
advance—which now apparently includes a majority 
of professional observers—may even be in the 
market’s favor, at least for the time being. 

But “seeing is believing.” For those who wish to 
let the market tell its own story—and there is some- 
thing to be said for this open-minded policy in the 
present situation—the July highs (145.82 in the 
Dow industrial average and 38.30 in the rail aver- 
age) are the significant points of top-side resistance. 
If further rallies falter under those levels, on unen- 
thusiastic volume, and are followed by a downturn 
cancelling half or more of the total recovery from 
the August lows of 134 and 33.69, respectively, that 
would be strong presumptive evidence of a renewed 
intermediate downtrend. 

Over-all measures of total demand for common 
stocks and of total liquidating pressure indicate that 
demand has been in an irregular and persistent down- 
trend for nearly five months, and selling pressure in 
an irregular uptrend. Our demand line is lower now 
than at any time in August, but the selling pressure 
graph has simultaneously reacted. In other words, 
the recovery from the August lows appears to have 
been more greatly due, so far as the broad average 
is concerned, to withdrawal of liquidation than to 
strong demand. Dynamic advance in the averages 
requires dynamic demand for stocks. 

For what it may be worth—and it may be much 
or little (there can be no guarantee) —a recent poll 
of professional analysts showed a majority belief 
that the next “important” move will be downward. 
Guesses on how far down ranged from 125 to 110 
in the industrial average. Opinion on “‘when”’ ranged 
from a few weeks to several months.—Monday, 
September 27. 
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Projecting Business Trends 


IN THE EARLY 


PEACE PERIOD 


BY WARD GATES 


THe biggest uncertainty in the minds of most 
business men and investors has to do neither with the 
remaining war period nor the longer term post-war 
prospect. Both of these periods are regarded with 
confidence. On the other hand, there is some doubt 
and much difference of opinion about the “‘in be- 
tween’ period—the period of transitional adjust- 
ment between the end of hostilities and the atta'n- 
ment of full peacetime business activity. 

It is taken for granted that there will be an interim 
phase of decline in industrial production and in em- 
ployment. The question is: How much? And how 
long is it likely to last? What about the effects on 
trade? On corporate earnings? 

It is believed by a majority of business analysts, 
though not all, that there must be a period of com- 
modity price reaction and readjustment. How long 
is this likely to last? How far on the downside is it 
likely to go? 

Obviously, no one can give dogmatically precise 
answers to these questions. To assume to do so 
would be to pretend to have powers of clairvoyance 
that the mind of mortal man simply does not possess. 
One can no more forecast what the price of wheat or 
the exact level of steel operations will be six months 
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after the defeat of Germany than one can now fore: 
cast what the weather will be on June 1, 1944. But 
this does not mean that we have to accept the transi- 
tional period as a “blind spot” so inscrutable as to 
make intelligent planning by business men and in 
vestors impossible. 

In viewing the early post-war period one has to 
make certain assumptions as to the length of the war 
with Germany, the duration of the. conflict with 
Japan, the industrial effort required for victory over 
Japan, and the most likely policies of the Govern 
ment with respect to reconversion and the timing ot 
the gradual shift-over to a peace economy. Such as 
sumptions are, of course, subject to error and prob- 
ably will be modified by events. That means that, 
however rational may be the premise set up today a 
a basis for logical projection of the probable eco- 
nomic patterns of the early peace period, business 
men and investors must realize it is tentative and be 
alert to the qualifying significance of changes in the 
course of war and the consequent modifications ol 
Government policy. Certainly we have no thought 
that this article can be the Magazine of Wall 


Street’s last word on this subject. Though we believe 


it now possible to chart a course in the right direc 
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jion, all of the turns in the road can not be mapped. 
Hence the editors of this publication are prepared 
constantly to adjust their “‘sights’’ as dynamic events 
unfold for interpretation. 

The most basic fact that we have to go on as re- 
yards the early months of transition is that it will be 
iperiod neither of war nor of peace but a dual war- 
peace economy. In general character, that is what 
we have now. The change, after defeat of Germany, 
will be one of degree—less production for war, more 
production for civilians. This concept assumes—a 
logical assumption on the basis of present known cir- 
umstances—that Germany and Japan will not be 
imultaneously defeated, and that war with Japan 
will continue for an indefinite, and probably consider- 
ible, time after the Nazi collapse. The contrary 
would, of course, be a stunning surprise. 

Present responsible opinion as to the timing of the 
defeat of Germany—or of capitulation by a post- 
Hitler regime—appears to range from three months 
to fifteen months: with next spring or summer as the 
‘average’ estimate. For the purpose of this analy- 
is, a time variation of six to nine months in the dura- 
tion of war in Europe would make no major eco- 
nomic difference. We are already virtually at maxi- 
mum production; important further rise in total em- 
ployment, payrolls, national income and commodity 
prices are unlikely. Thus, under continuing war, the 
tructure of our economy will change relatively little 
henceforth on a month to month basis. 












































The Time Pattern 


If one is premature by six to nine months in a 
yuess-estimate of the end of war in Europe, the chief 
rconomic. difference would only be: that much addi- 
tonal piling up of consumer and business savings, 
that much additional depreciation and depletion of 
tonsumers’ durable goods and of non-war capital 
woods, that much additional accumulation of de- 
ferred consumer and business demands to be served 
put of post-war production. Six to nine months of 
this added “‘potential” for future business would not 
lynamically alter the picture as it will exist at the 
year-end or by next spring; and of itself, as an in- 
the warfluence on business in the early post-war phase, could 
ict with#eadily be outweighed by psychological influences 
yry overpuch as inventory-price caution by business men, a 
Govern-fehoarding movement by business men and con- 
ming offimers, curtailed trade spending by consumers un- 
Such as§rtain of their individual job status and prospect, 
id probfnfidence or uncertainty regarding the character of 
ns that,fhe European peace and our continuing role therein, 
-oday ase domestic political indications, etc. 
ble eco-§ On the whole, even in non-war industries, produc- 
businessfon now is determined by capacity or the proportion 
- and bef capacity permitted to be in use. It does not have 
.s in theffte normal relationship to consuming need or de- 
tions offland. Eventually, production levels will again be 
thoughtfietermined by non-war demands -— rather than 
f WalPhysical or regulatory limitations — and the scope 
believe such demand will depend on (1) the volume of 
it direcVailable purchasing power; and (2) the willingness 















yw fore: 
44. But 
e transi- 
le as to 
and in- 


> has to 


OCTOBER 2, 1943 


STREET 


of consumers and business men to spend it. The two 
go together. A high level of available monetary re- 
sources would not preclude a business recession, or 
even depression, if for any reason business men and 
consumers decided to “‘pull in their horns.”’ 

In the early post-war period—certainly for some 
six to nine months after defeat of Germany—the 
level of the Reserve Board production index will be 
influenced more largely by governmental demand 
and by capacity limitations (because of time required 
for industrial reconversion) in civilian goods than 
by the factor of effective civilian demand. That is to 
say, that for a goodly distance into the transition 
phase nothing like ‘normal’ supply-demand rela- 
tionships cam exist. Therefore, the degree and speed 
of reaction in the production index will depend 
primarily on how rapidly the Government scales 
down war production schedules; how promptly ma- 
terials, labor and usable capacity are released for 
civilian production; and how quickly the conversion 
industries, of which by far the most important is 
represented by automobiles, can be physically recon- 
verted. 

In other words, the Government has the biggest 
say on the question of post-war production decline. 
On the one hand, there will be the aim to maintain 
stability so far as reasonably possible; and, with an 
election due in the autumn of 1944, policies geared 
to this aim will necessarily be influenced by political 
considerations. On the other hand, a rational start 
on readjustment at the earliest feasible time can not 
and will not be delayed. While the requirements of 
the Japanese war will mitigate this shock, they can 
not prevent a sizable dip in production because (1) 
maximum war production would far exceed the 
equipment and supplies needed to defeat Japan: 


and (2) transport and terminal facilities to, on and 


from the Pacific Coast could not handle more than 
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a sizable fraction of our eventual peak war output. 

The writer therefore believes it probable that at 
the bottom of the reconversion period the produc- 
tion index—now around 207—will have fallen with- 
in the 160-150 range, but no more than that; that 
the low should be made within, say, six months after 
defeat of Germany; and that thereafter a gradual 
renewed rise in total production will begin as civilian 
production and export business gather momentum. 
How far that secondary rise will go is a matter be- 
yond the scope of this article. 

The general view taken here of the early peace 
phase is definitely on the side of moderation and 
optimism. In the writer’s calculations, this is justi- 
fied for various reasons. Though less inflationary 
than now, on balance, Government policy will re- 
main more inflationary than deflationary throughout 
the required adjustment period. The readjustment 
of inventory positions and prices can not be remote- 
ly as deflationary as that upon which the depression 
of 1920-1921 was mainly predicated because (1) 
commodity price inflation has been, and will remain 
during the rest of the war and the early post-war 
months, much more moderate than that of a quarter- 
century ago; and (2) there is no comparable “‘in- 
ventory speculation.” 

Some argue that the economic shock-potential 
must be much greater than after the last war because 
the war-created distortion in production, in facilities, 
in employment, etc., has been so much vaster than 
occurred in the First World War. I take exception 
because (1) Government planning for the orderly 
tapering off of war production, the settlement of 
war contracts, the facilitating of industrial recon- 
version and the supports to employment appears to 
be realistic and effective; (2) as heretofore stated, 
decline in commodities—to which business confidence 
is always acutely sensitive—will be moderate, rather 
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than major; and (3) the all-important financial 
“cushions” will be far more effective than ever be. 
fore. The latter point is worth further brief note. 

A strong cash position is the best of all “cushions” 
for business firms or individuals. By the end of this 
year, as indicated by the banking figures, the net cash 
balances of “the public’’—that is, individuals, busi- 
ness enterprises and local governments, excluding 
both Federal Government deposits and inter-bank 
deposits—will approximate the sum of $62,000, 
000,000! That is nearly twice as large as in 1930 
and over nine times as great as in 1920—the year of 
the beginning of early post-war depression. 

How about the willingness to spend or productive. 
ly employ this ‘“‘cash cushion?” There we are up 
against some imponderables. But, in the writer's 
view, a generally optimistic assumption is war. 
ranted. The political movement of the country is 
clearly toward the “‘center.”” Not since the mid-’20’s 
has there been as much confidence, among the gen. 
eral public and business men, in the longer range 
destiny of America. The prevailing expectation is 
that there will be “several years” of active business, 
following post-war transitional adjustments and in- 
dustrial reconversion. That expectation surely 
should mitigate any psychological let-down during 
the transition period and tend to hasten the subse. 
quent upswing. 








































Factors in Business Sentiment 


For business men there will be some intensely 
practical considerations. There will be lots of mone 
in “them thar hills.” The Government will still be 
pushing it out. Former Treasury Under-Secretary 
Magill has recently forecast that the Federal budget 
for a decade after the war will average fully $20, 
000,000,000 a year. The states and municipalities 
again will be spending for public works long de. 
ferred. The people will have record-breaking sav- 
ings accumulation and large pent-up wants for 
goods, especially durables. While capital goods de- 
mand will be far smaller than now, there will never. 
theless be sizable needs for rehabilitation and mod: 
ernization of civilian producing facilities. Lent¢- 
lease export demand will be heavy. Various coun 
tries which escaped the war, especially those which 
accumulated large dollar balances through war 
time exports to us, will be clamoring for goods. Alf Adr 
of this spells markets and opportunity for busines the i 
men; and there will be a competitive race to “get in'J#ave 
as quickly as possible. bom 

As discussed in a special article on page 670, thert Low 
are some quite remarkable corporation “cushions {tio 
implicit in the tax law. These factors, together witjAnd 
the vista of sales markets briefly sketched in the pre Upp 
ceding paragraph ought to go a long way toward ing Suh: 
ducing an expansionist venture psychology among az 
business executives. Fy 

Because of the reasons cited in this article, beg wen 
cause everybody knows there is now much “warpfiffic 
in the level of the production index and because thigP!@ce 
stock market has not (Please turn to page 701g¥eek 
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ecretaryg £ ROM the military and psychological points of 
| budget view, the capitulation of Italy has been an unques- 
ly $20, tionable boost to the United Nations’ cause. Though 
‘ipalitieg the usefulness of the Fascist armies to the Germans 
ong defmight have often been dubious, the elimination of 
ing sav§some 80 divisions from the police and garrison 
nts forjduties must have put additional strain upon the 
sods def shrinking Nazi forces. Even more telling was the 
ll neverf eflect of Italy’s surrender upon Axis seapower. With 
nd mod§the seizure of more than 100 naval vessels and pos- 
Lend§ sibly around 1% million d.w. tons of merchant ship- 
us counfping, the Allies have achieved undisputed control 
se whic of the Mediterranean. : 


zh warf Furthermore, the occupation of airfields along the 
ods. AlfAdriatic is placing within the Allied bombing range 
busines the industrial areas of the Fortress of Europe which 
“get inphave hitherto been spared devastation. The shuttle- 
bombing of aircraft plants in southern Bavaria and 
70, thert Lower Austria and of the Bohe1 ian-Moravian mu- 
ushions'Jution plants is now within the realm of possibility. 
her wit And the flying time to the Roumanian oil fields or to 
the pregUpper Silesia, which since the destruction of the 
ward inguhr has become the leading industrial region of 
, among Nazi Europe, has been almost halved. 
rom the economic point of view, the conse- 
ticle, begquences of the Italian surrender are somewhat more 
h “wargiifficult to assess. Much will depend, in the first 
-ause thPlace, upon the course of the war. In the next few 
ge 701) weeks, perhaps months, the best parts of Italy, the 
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north and the center, which contain some 75 per 
cent of the population and perhaps over 80 per cent 
of the industrial and agricultural resources, are likely 
to be turned into a battle ground. If, as happened in 
Sicily and more recently in Naples, systematic loot- 
ing of food, clothing, cattle and machinery takes 
place, the process of the rehabilitation of the country 
and of the finding of employment for the labor force, 
one of Italy’s most valuable economic assets, will be 
difficult and slow. At least at this stage of the war in 
Italy, it seems that the occupation of the country 
would increase father than ease the pressure on the 
United Nations’ resources. It will be remembered 
that in Africa the need for assistance has turned out 
to be less than anticipated, but this was because the 
fighting was restricted to a relatively small area. 
The evaluation of the Italian capitulation in terms 
of economic potentials accruing to the Allies would 
be difficult, even without the possibility of the coun- 
try’s being turned into a battlefield. Students of po- 
litical economy appear to have taken positions which 
are almost opposite. One group believes that Italy’s 
fall should be considered a serious economic blow to 
the Reich and a gain, though a limited one, for the 
United Nations. They point out that since 1940 a 
far reaching integration between German and Italian 
economies has taken place, aiming at the most efhi- 
cient exploitation of available resources. For this 
reason they believe that the disruption of these rela- 
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tions will be hard on the German war machine, as it 
will necessitate a certain amount of replanning and 
relocation of production. 

This argument is supported by the fact that the 
volume of trade between Germany and Italy, apart 
from military transport, is estimated to have about 
trebled between 1938 and 1941. Considerable ex- 
pansion is supposed to have taken place since then, 
though this information may be biased. However, 
the industrial plants in northern and central Italy 
have become important subcontractors of German 
aircraft plants, using apparently domestically pro- 
duced steel and aluminum. The Fascist regime, if 
the reports are to be believed, has succeeded in 
doubling the steel and aluminum output since the out- 
break of the war. In 1938, as may be noted from the 
accompanying table, the production of steel amount- 
ed to 2,300,000 tons and aluminum about 57 million 
lbs. 

The boosting of steel production, about one half 
of which is controlled by the Government through 
the Finsider Company, has been made possible by 
the development of Albanian iron ore deposits and 
the drawing on French scrap supplies. Since Italy 
has sufficient bauxite deposits, the expansion of alu- 
minum output has been dependent primarily upon theg 
utilization of water power resources. It was the 
dream of the Fascists to provide power for the 
greatly expanded Italian industry of the future by 
harnessing water power rather than by depending 
upon imported coal. During their regime, the output 
of electricity based on hydro-electric stations rose 
from about 7 billion kwh in 1923 to some 13 billion 
kwh in 1941, with plans calling for the output of 30 
billion kwh by 1945. However, the country’s war- 
time needs out-distanced the available power re- 
sources. Transportation had to be restricted, and 
electrical power, as well as coal, rationed. 


Artificial Silk Mill in Como, Italy. This dis- 
trict leads in the manufacture of rayon. 





Sawders from Cushing 





The production of coal, like that of steel, has also 
become more or less a Government monopoly. It 
was run by the Azienda Carboni, which exploited, 
among others, some low grade lignite deposits in 
Sardinia and Istria, ‘“‘better fitted for fertilizer than 
fuel’ as someone put it. In 1938 about 2.4 million 
tons of coal were mined but because of its low heat. 
ing value, this quantity covered but 10 per cent of 
Italy’s coal requirements. 

Among other resources on which the German war 
machine was dependent, were sulphur and mercury, 
two raw materials of which Italy had a genuine ey. 
portable surplus. In the case of all others—zinc, 
lead, pyrites, boracic acid, silk and hemp—Italy was 
deficient, at least as far as wartime needs were con- 
cerned, but nevertheless she had to share them with 
Germany. The Reich can probably make up a part 
of the lost sulphur by working pyrites, though the 
output of rayon and insecticides may be affected un- 
favorably. 

There is not much information as to how far 
Italian agriculture progressed in adapting itself to 
special German requirement€. Apparently, like other 
south European countries, she began to cultivate 
more oilseed, chiefly at the expense of cereals, de. 
ficits of which were to be made up from central Euro- 
pean surpluses. Germany will also lose a number of 
special products, such as oranges, lemons, rice, olive 
oil and early vegetables. None of these losses is likely 
to prove vital, though the German diet will undoubt- 
edly become drearier than ever. 


Effects on Germany 


The school of thought which believes that German 
economy will be actually relieved by the Italian 
capitulation bases its argument principally on the 
premise that the Reich’s railways will be released 
from sending to Italy some 400 coal trains 
monthly from Poland, Bohemia and Upper 
Silesia, distances of 400 to 500 miles. Ger- 
many contracted to send some 12 million tons 
of coal a year, but Italy’s severe rationing 
of coal suggests that only a part of this ton- 
nage reached her. 

The Reich will also be released from the 
necessity of allocating to Italy steel, copper, 
nickel, and other badly needed alloys, as well 
as chemicals and fertilizers. The Reich 
from now on will also have the full use 
of oil from Roumania and Hungary, 3 
share of which, together with the full out 
put of Albanian wells, composed Italy’s oll 
supply. Neither will there be any necessity 
of making up the deficit of about 20 to 30 
million bushels of wheat in Italy’s require: 
ments. 

Actually the Reich, which has been piling 
up huge credit balances with all the countries 
under its control, had with Italy an active 
trade balance. The clearing account was be- 
ing settled through wage remittances o! 
Italian workers, estimated to have totaled 
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sound 3 billion lire in 1942. As a 
matter of fact, the biggest contribu- 
tion that Rome had been making to 
the common cause,: in the opinion of 
the school holding that Italy was a 


ITALY: ECONOMIC STATISTICS 
(All figures in billions unless stated otherwise) 


A) MONEY AND FOREIGN TRADE 


: : Gold Reserve’ Cir- Com. Bank 

drag on the Reich, consisted of P©rO- End of $equiv. cula- & Savings Foreign Trade Foodstuffs 
viding either workers for factories or Year (000,000) tion Deposits Imports Exports Imports Exports 
oldiers for garrison and police duty, 1929 5.2 462 16.8 76.6(a) 21.3 14.9 4.6 3.6 

= 8 f 1934 5.8 518 13.1 78.3 Fak 5.2 1.1 1.7 
relieving thereby the Germans for 4937 4.0 210 17.5 872 139 14 29 311 
military service. This school argues ve 37 193 19.0 93.4 N32 10.5 1.4 3.4 

. is ’ 144 4 103.0 10.3(e) 10.8le 
that unless the United Nations can jog 3° 120 31.3 117.0(e) 12.9{e) 9.2le) 
also make use of this manpower, Italy 1941 
will be a burden on their economies 1942 
requiring clothing and feedin 1943 96.5 

(00, q g g & fa) 1930 fe) preliminary, partly estimated 


and assistance in the rehabilitation of 
plant and transportation facilities. 


B) GOV. FINANCE, NATIONAL INCOME, PRICES AND PRODUCTION 


“ (1929— Indust. 
However, the fear that we will —_— ili Prices 100) Output 
have to feed and clothe some 45 mil- End. Ordinary Public Calendar National Whole- Cost of (1929 = 
: ike ; = a June Expend. Revenue Debt Years Income sale Living 10 
ion Italians may be exaggerated, un 1929-30 20.9 20.3 87.1 1929 25.0 100 100 100 
less, of course, the Germans adopt the 1933.34 24.4 ~=—«18.1--104.1.—«1934 65 76 80 
scorched earth policy. 1936-37 40.9 24.7 1462 1937 97.0 93 91 88 
“ee . : : 1937-38 38.6 27.5 162.9 1938 100 99 100 
Since the margin between what 4939739 39.9 27.6 175.2 1939 125.0 101 103 99 
food Italy normally produces and _ 1939-40 60.4 32.4  200.0(e) 1940 114(e) 
tarvation is very narrow, any dis- 1940-41 107.2 34.9 =. 270.0(e) 1941 
bh; sth y duction or in '24t-42 118-7 41.2 360.0(e) 1942 170.6 
turbance, either in production or in 1942-43 135.2 48.9 450.0(e) 1943 


transportation, may have serious con- 
sequences. Serious local shortages 
that greatly encouraged black market 
activities for which the Fascist rule has been notori- 
ous, have been laid partly to faulty distribution and 
in turn to inadequate transportation. Nevertheless, 
barring serious destruction, the farm land off which 
some 60 per cent of the Italians make their living, 
will still be there ready to bring forth a harvest. 

The Fascists have boasted that Italy became about 
94 per cent self-sufficient in foodstuffs under their 
tule. In interpreting this figure, one must keep in 
mind that it is based on a very low standard of living 
which, in fact, declined during the recent years of 
Fascist Empire building. Secondly, the surpluses 
occurred mostly in less important items of the 
diet: cheese, fruits, early vegetables and wine. 
In contrast, Italy has been deficient in all basic items 
of the diet which, incidentally, would seem meager 
fare to us in this country. This is true above all 
about wheat, the per capita consumption of which 
used to run in the relatively prosperous ’T'wenties 
around 300 lbs. a year, as compared with about 220 
lbs. consumed in the United States; contrary to 
popular belief, Italy also has been deficient in olive 
oil and fish, not to mention meat and protein foods, 
though the per capita consumption of milk and eggs, 
for example, was only about one-tenth as large as 
ours. 

Fortunately it may be relatively easy for the Unit- 
ed Nations to supply the very foods in which Italy 
is deficient. —The wheat carry-over and the export- 
able surplus from the current crop of Canada alone, 
is around 700 million bushels, large enough to satis- 
fy the annual pre-war import requirements of all of 

urope. Vegetable oils from South America (lin- 
seed and cottonseed oil) or from West Africa (palm 
and peanut oil) could fill the gap in Italy’s edible oil 
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requirements without much trouble, provided, of 
course, that shipping is available. 

Shipping will also be one of the most important 
factors on which the supplying of Italian railways 
with coal and the rehabilitation of industries through 
the provision of raw materials such as cotton, wool, 
steel scrap, wood for rayon etc., will depend. The 
minimum shipping tonnage required to carry out the 
basic rehabilitation of Italian economy would be in 
the neighborhood of about 21% million d.w. tons, or 
somewhat more than the captured merchant tonnage. 
The pre-war Italian merchant marine numbered 
about 4.5 million d.w. tons, of which about 60 per 
cent was used to carry national trade. 

If the most valuable Italian economic potential, 
her labor, is to be utilized, factories and shops will 
have to be reopened wherever possible. There is no 
reason why Italian textile, chemical and electrical 
goods producing industries, which have always been 
among the best in the world, could not be used to 
relieve the manpower shortage in the consumption 
goods industries in the United Nations countries or 
to assist in the reconstruction. The shortage of con- 
sumption goods is acute not only in Italy, but also 
for neighboring countries, Yugoslavia and Greece 
in particular, to whom reparations from Italy are 
due. The question is to what extent the Italian tex- 
tile mills have escaped or will escape destruction and 
how quickly they can be converted to the use of 
long staple-cotton from nearby Egypt where large 
stocks have accumulated because of the shortage of 
shipping. 

If Italy is provided with raw materials and her 
factories kept open, the very fact that goods are 
produced and sold for (Please turn to page 700) 
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Exploding Fallacies in 
Post-War Corporate Picture 


BY 


Ir you took at face value the griping and the head- 
shaking being done by some industrial leaders, you 
would mistakenly assume that a large segment of 
American industry faces bankruptcy—or, at any rate, 
a staggering nose-dive in earnings—the moment it 
stops making the implements of war. To put it 
mildly, this is a very considerable exaggeration. 

True, it is a foregone conclusion that in the early 
post-war period—the period of industrial recon- 
version, of commodity price adjustment, and of shifts 
of jobs by millions of people—neither business vol- 
ume nor total corporate profits can be kept at present 
high levels. True, some corporations—a minority, 
in the writer’s opinion—may be none too well-heeled 
in liquid working capital. 

Nevertheless, speaking in terms of profits, losses 
and financial solvency, the corporate prospect for 
at least the first two years after the war appears 
more assured than most investors, or the public, are 
aware of—regardless of whether industrial pro- 
duction declines 25 per cent or 50 per cent. 

Even if in the early post-war era we should have 
a business depression on the order of that of 1920- 
1921—or of 1937-1938—profits of a great many 
companies are, in effect, “guaranteed” against any- 
where near as great a shrinkage as was experienced 
in each of the two instances cited here. The reasons 
justifying this broad statement are implicit in two 
“cushions” provided by present Federal tax law, and 
likely to be continued, and in the further fact that 
high corporate tax rates, which are certain to con- 
tinue for some time after the war, tend of themselves 
to mitigate sharp swings in net income, both up and 
down. 

To the extent that profit shrinkage is eased, this 
will be, of course, a contribution to financial solvency. 
But with respect to the post-war solvency of corpora- 
tions as “going concerns” there are other hopeful 
aspects as follows: (1) undistributed profits and 
contingency reserves—in other words, “insurance” 
set up by the corporations themselves—have long 
been piling up at the largest rate in many years; and 
(2) the system of Government-guaranteed ‘‘V 
loans,” which previously applied only to working cap- 
ital credit for war work, has been altered with the 
aim of assuring war contractors that working capital 
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Post-war cushions for many corporations ease 


threat to profits but don’t assure fat dividends 


LAURENCE STERN 


invested in war production—notably in inventorie 
and bills receivable—will not be completely froze 
upon cancellation of war contracts. 

Backing up the general statements made thus fa 
in this article, we will now get down to the bras 
tacks: taking up first the two tax “cushions” tha 
corporations can rely on—that is, the provision fo 
two-year ‘‘carry-back” of losses; and the provisior 
for post-war refund of 10 per cent of total exces 
profits taxes that were paid during the war period 

The first is by far the more important, althougl 
the second in some cases will also run into really im 
posing figures. It works like this: assume that 194 
is the first post-war year and a year of depressios 
corporate losses. In that case a great many com 
panies can get cash refunds of previous tax pay 
ments amounting to from 40 per cent to 100 per cen 
of their 1944 losses. Some companies could hav 
profits and yet get back substantial refunds. 

Suppose, for instance, that a company with larg 
war production had an income, before taxes, 0 
$50,000,000 in 1942, of which $20,000,000 was de 
fined as “normal” earnings under the provisions 0 
the tax law; and $30,000,000 as ‘‘excess’’ earnings 
The excess profits tax—go per cent of $30,000,001 
—amounted to $27,000,000; and the normal tax 
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40 per cent of $20,000,000—to $8,000,000 : making 
total Federal income and EPT tax of $35,000,000§ 


(This is, of course, an over-simplified presentation 
since tax accounting is a decidedly intricate propos 
tion; but it is sufficiently accurate for our purpose 
of illustration. ) 

Now assume that in 1944 the same company has 
loss of $25,000,000. Naturally, it has neither incom 
nor EPT taxes to pay for that year—and it prompt 
ly sets about filing an amended tax return for 194 
In the revised 1942 return—thanks to loss “‘carry 
back” of $25,000,o00—the total tax comes to $12 
050,000 (not counting post-war refund of 10 pé 
cent) and the company gets back $20,250,000 fro 
the Treasury. The Government in this case will hav 
absorbed 81 per cent of the 1944 loss. 

It must be noted that, as the tax law now stand 
this refund provision does not apply to losses beyon 
1944. It seems highly probable, however, that befo 
the privilege expires, Congress will have amende 
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the law to extend it. In enacting the provision, the 
Wear intent of Congress was to safeguard the future 
wlvency of corporations subject to severely high 
yar taxes. Since the trend of thought in Congress is 
iefinitely toward economic conservation—a better 
yord in this instance than ‘“‘conservatism”—there is 
ho doubt in the writer’s mind that the refund provi- 
ion will be extended. It is at least a partial answer 
9 the clamor of industrialists for more liberal pro- 
edure in the renegotiation of contracts or for other 
ovisions whereby greater reserves for post-war 
eeds could be set aside out of pre-tax earnings. 
The fight for larger tax-free reserves is not over 
ind may yet bear some fruit. But apart from this 
possibility, the already assured “cushions” provide a 
eat many corporations with more “‘insurance”’ than 
they have ever had before in all business history. 
Consider the 10 per cent post-war refund of ex- 
sss profits taxes paid. Some companies are utilizing 
his credit now to retire debt, as is permitted; thus 
rengthening capital structure. Others are letting it 
cumulate in the special type of savings bond that 
s”” thafkill not be convertible into cash until some time after 
sion foe war. Assuming, on a most conservative basis, that 
rOVISIONEPT taxes will have been paid over a period of three 
| excetfhears (it is likely to be longer) these refunds can 
perlodiun into figures which in the case of war-active com- 
Ithougifanies of small share capitalization—for instance, 
ally imfrucible Steel or Clark Equipment—will be quite 
at 194@ectacular on a per-share basis: equal in some in- 
oressioftances to several years’ earnings at the pre-war 
1y COMlfverage rate. 

ax pay Again, it may be assumed that high corporate 
per cetlikxes will prevail for at least several years after the 
ld hav@ar. For numerous companies the total effective rate 
inges from 60 to 80 per cent of pre-tax income. 
th larg@fhis means that out of any increase in income, the 
-X€S, Ofovernment absorbs from 60 to 80 per cent of the 
was dtiin—but it also means that if and when earnings 


s10ns Ofecrease, while the same rates are still in effect, the 
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Government absorbs from 60 to 80 per cent of the 
shrinkage. 

For instance, in 1937 General Foods showed a 
drop of about 34 per cent in pre-tax income and of 
about 35 per cent in net income, as compared with 
1936; with an effective tax rate of about 18 per cent 
of pre-tax income. For 1942 the company’s effective 
tax rate was about 53 per cent. Now suppose, for 
illustration, that in 1943 the company’s income state- 
ment is identical with that of 1942 but that in 1944 
there will be a decline of 34 per cent in pre-tax earn- 
ings. At an effective tax rate of 53 per cent the net 
per share would be, roughly, $1.87 against $2.50 in 
1943 or a shrinkage of 63 cents per share. Had the 
present preferred stock been outstanding in 1936- 
1937, results would have been $2.58 in 1936 and 
$1.62 in 1937 or a drop of 96 cents a share. In other 
words, on a decline in pre-tax earnings identical with 
that of 1937, the decline in net per share would be 
over one-third less severe than in 1937. This is not, 
in the popular sense, a war-active company. For war 
goods producers with an effective tax rate of 70 to 80 
per cent the mitigation of the impact of a decline in 
pre-tax earnings upon net profit per share may, of 
course, be more pronounced. 

And now let us look at the matter of undistributed 
profits. This is the ‘‘seed-corn” of corporate capital- 
ism: earned income retained as a cushion or to be 
‘ploughed back” in the business as working capital 
or expanded facilities of production. Very little of it 
is going into capital investment for outright war 
production, for obvious reasons. It is piling up at 
the largest rate since the ’20’s for three reasons: (1) 
profits, on an over-all basis, are good; (2) dividend 
policy is notably conservative; (3) opportunities for 
expansion or modernization of non-war plant are 
very limited or non-existent under WPB restrictions. 
According to Treasury estimates, corporations with 
net incomes will in the four-year period 1940-1943 
have accumulated total (Please turn to page 699) 
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JOHN L. LEWIS holds a greater threat to mainte- 
nance of war production schedules today than ever 
before, and Washington is worried. ‘There is no 
certainty he will use his influence to prevent Oct. 31 
coal mine stoppages. He has remained singularly 
inarticulate on the point. If he fails to cooperate, 
rolling mill production goals might as well be for- 
gotten in the face of daily increasing need to carry on 
the attack with floating, flying and fusilading ‘steel. 


RAILROAD WRECKS striking in tragic coincidence 
with terrific loss of life and property have given 
clearer focus to a need that WPB, RFC, and Con- 


gress have long recognized, but about which nobody 





Washington Sees: 


Decision to level off but not reduce draft induc- 
tions along the lines suggested by General George 
C. Marshall points up a change in United States 
position in the war. Earlier the military men of 
necessity had their sights fixed on the contingency 
that this country some day might have to “go it 
alone.” Happenings of the past year have dis- 
pelled that thinking and have tailored the man- 
power pattern. 

With the climax fast approaching, America’s 
war role is becoming in larger sense one of pro- 
ducing and delivering the goods; paying a top- 
heavy share of the monetary costs; keeping alive 
the facilities of production against the day when 
war’s end will call for quick conversion. 

Despite outpourings in the Soviet press, there 
is belief in Washington that closer accord exists 
between the Allied Capitals than has been pub- 
licized; likelihood, too, that weighty decisions are 
in the making in tripartite councils although the 
chiefs of state have not personally met. Sep- 
tember reviews of the diplomatic, military, pro- 
duction, and agricultural fronts reflect an all- 
around cheerful tone. 











to now has done anything. Trafic has skyrocketed 
without matching equipment replacement. Man. 
power to service rolling stock and ways hasn’t been 
available. Deterioration is near at hand. Safe fore. 
cast is early and sympathetic attention by official 
Washington. 


PAUL McNUTT has weathered many heavy storms in 
his public life and he probably will ride the crest of 
the blow generated by the Baruch Report which 
bluntly charged waste and hoarding in McNutt’s do 
main—manpower. But his standing with FDR can't 
afford much more impairment. The White Hous 
gave the handsome Hoosier WMC only when Icke 
wouldn’t take it. He hadn’t been a ‘“‘wow’’ in th 
Philippines. The Baruch Report was the product 0 
a specific assignment to find why McNutt wasn’t de 
livering results. 


ANOMALY in international politics is the fact that 
the Philippine Islands, diplomatically subject to th 
rule of the United States, actually under physica 
domination of the Japanese, seems to be _ hav 
ing difficulty deciding whose offer of “independence 
she will accept. Japan is holding out the offer fo 
immediate acceptance; the United States will with 
draw when the Nipponese have been driven out 
President Manuel Quezon has assured Washingto 
he won't do business with Tokyo, but keeps the di 
cussion alive. It helps beam military attention 0 
the Pacific. 


REALTY MARKET'S upswing is a ‘“‘recovery” and nd 
an abnormal market, for there can be no boom with 
out new construction and large amounts of mortgag 
money, Natinoal Association of Real Estate Board 
says in a comprehensive survey which finds demant 
for residences to be occupied and a lesser call fo 
such houses for investment; business properti¢ 
down, except in isolated cases; farms high on the 
realty hit parade. Realtors actually fear a risinf 
boom; know its results would be damaging in thi 
long run. 
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The war, post-war planni new federal revenues and brakes on 
inflation continue major interests in the re-convened Congress. They'll 
whats ; m get attention about in that order, even though tax problems are seen 

= more pressing than after-the-war blueprinting. 

Capitulation of Italy further confused the draft situation. 

A pause to inventory present and future needs in uniformed manpower 
seemed indicated, but the lawmakers were stampeded into action on call 
of fathers. As a result, pre-Pearl Harbor dads will go into uniform 
before the winter snows blow. 

The current session will run right up to party convention 
dates. Actually there will be little to distinguish the debates in 
Washington from those of the convention city -- Chicago, if the Office 
of Defense Transportation has its way. 
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re Internationalism versus a mild type of isolationism (under 
official numerous other labels) already is creating issues to bedevil both 
parties. The principles of the Fulbright Resolution allow of many 
interpretations. 
orms in First test of what the Senators and Representatives had poured 
crest ol into their ears during their vacation trip home is likely to come on 
which the question of subsidies. In the last days before recess, that issue 
so tied up both houses but went strongly against the Administration. 
Hous The White House will ask for an appropriation to put a food 
n Ickes subsidy system into operation. The cost may run to a billion dollars 
in the for a plan which by no means encompasses the troubled commodity field. 
duct 0 The reception that request receives on Capitol Hill may afford a good 
sn’t de gauge of back home sentiment. 

Henry Wallace will not be sidetracked in the next democratic 
oe national convention if he can help it. And more and more people in and 
ry out of politics are coming to think he can. F.D.R. gave him the vice 
yhysica presidential nomination on a silver platter, but as of today probably 
e hav couldn't take it away. 
idence’ Wallace is touring the country with a main line of post-war 
ter fo organizational plans and a side line of politics. The modest, almost 
1 with bashful v.p. is meeting people, talking to hundreds of thousands of them. 
in “a It could hardly engender good feeling for F.D.R. if he were to 
he da seek to dislodge a running mate who publicly proposes his chief as 
ion permanent presiding officer at the peace table. Wallace speeches drip 















loyalty to Mr. Roosevelt, have placed the latter "on the spot" as a 
result. 





Straw_in the political winds is the report that James F. Byrnes, 
"Assistant President," is dickering for the disposal of his South 
Carolina realty holdings, including his home. Confirmation of that 
report would remove Byrnes from speculation as-a possible contender for 
No. 1 or No. 2 spot on the democratic ticket in 1944. 

Byrnes' value to his party, as a candidate for national office, 
would stem from the fact that he could unite the southern states whose 
chief executive officers, at least, are definitely off the Roosevelt 
reservation today. But he'd have no such value if he pulled his roots 
out of the South. Byrnes is too astute a politician not to realize that. 
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Efforts to raise another twelve billion dollars in revenues 
will revive demands for economy in government expenditures. The Byrd 

Committee is ready to plunge into this subject, armed with data date 
gathered over the months by @ corps | s of invest igators. 

~~ Differences between the Treasury and Congress over tax pro- 
‘gramming (neither knows what the other wants, or would accept) won't 
prevent a tax bill from being enacted before the last sheet is torn off 
the 1943 calendar. 
: Disposition among the legislators has been to take up the job 

. of simplifying the tax structure before complicating it with more 
legislation. That attitude will be abandoned, but it will add momentum 
to the demand for s simplification early in 1944. 
Quick on the heels of Manpower Commission admission and the 


Baruch Report is flat accusation that factory hours are being wasted, 
Jesse Jones’ Department of Commerce has raised the point: "Factory 
workers today are producing on the average twice the quantity of goods 
per hour that they produced twenty years ago." 

Bernard Baruch, chief of the World War Industries Board, has 
been brought out into the open after two years behind-the-scenes during 
which he maintained leisurely “office hours" in a Washington park within 
easy signal from the windows of the suite nearby where he did his real 
work. 





















































While alphabetical agencies were coming and going, Baruch's 
ideas were being funneled to F.D.R., first by Leon Henderson, next 


through the staff of James F. Byrnes. Given @ nominal hand two years 
late, he can by no stretch be regarded only entering the war picture at 
this juncture. 

The army of federal employees will be remaining in Washington 
long after the military army has returned to peacetime pursuits. WPB is 
the biggest employer of civilians here and WPB has no intention of clos- 
ing shop when the last shot is heard round the world. 

Ernest Kanzler, former Ford associate, is developing the blue- 
print of a giant organization to be built around the structure of 
present WPB. It will guide the transition from war to peace. 

Important element in the new setup is a merger of Office of 
Price Administration, Office of Defense Transportation, Petroleum 
Administration, and War Food Administration, as_a unit under the War 
Production Board. 

And the civilian personnel of the War Department this month 
received from the office of: the Secretary of War a booklet: "Your Army 
-~ Your Job." Among other things, it explains classifications of federal 
service, appointments, promotions, efficiency ratings and rules concern- 
ing leave. A forward-looking tome. 

Herbert H. Lehman who'd planned the relief and rehabilitation of 


liberated Europe has learned he's only a planner after all, an important 
functionary under the State Department, but no more. The diplomacy of 


the food-basket is powerful; it should reside in the State Department, 
the decision went. 

Basic weakness in the OFRR setup was its failure to correspond 
to anything in the planning of other United Nations, its lack of meshing 
possibilities when the large-scale job comes on. Shuddering as are the 
thoughts conjured up by the name (to those who didn't like the Hopkins 
agency), we are headed for membership in the United Nations Relief 
Administration. 
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A gleaming 
sheet of strong 
alloy aluminum 
for aircraft 
emerges from 
63 tons of 
rollers in the 
4-high reversi- 
ble hot mill of 
the Reynolds 
Metal Com- 
pany’s plant at 
Listerhill, Ala- 
bama. 









































Post-War Future 
of the Light Metals 


One of the confusing aspects of ment and private tutelage. Until 
this global war, beyond its temporary BY E. A. KRAUSS _ 1941, the Aluminum Corporation of 
effect on all business, is the extent to America (hereafter called Alcoa) 
which war-time developments impose was the only producer. It still domi- 


permanent changes in the status of many industries. nates the private field today but shares it with two 
Among those vitally affected in this manner stand out newcomers, the Reynolds Metals Co. and Olin Cor- 
the light metal industries, aluminum and mag- poration. Total primary capacity by the end of this 
nesium; under the impact of enormous war require- year is expected to reach 1.05 million tons, an al- 
ments, their growth was phenomenal. Yet its long- most seven-fold gain since 1939. Of this, Govern- 
term significance does not merely pose the question ment-owned capacity will amount to some 600,000 
of what to do with war plants and excess capacity. tons, making Uncle Sam the country’s largest owner- 
Entirely new problems arise, centering on com- producer. 
petitive and demand trends as yet difficult to foresee. This expansion in ingot capacity is being matched 
But among the host of intangibles muddying the out- by comparable extension of fabricating facilities, 
look, one major uncertainty, the prospective level undertaken by at least a dozen concerns including the 
of post-war industrial activity, far outweighs the primary producers except Olin Corporation. Largest 
others. Even the political angle, prominent by expansion occurred in forging, casting and extrusion 
reason of the large Government investment in pro- plants which are now producing from nine to twenty- 
ductive capacity, yields first place to this major five times above prewar rate. Rolling capacity was 
factor; the latter will doubtless determine manner extended correspondingly; some of the new sheet 
and method of dealing with the former. Thus for mills compare in dimensions with Ford’s huge Wil- 
the moment, competitive and demand trends alone low Run bomber plant. 
can be placed on the scale in what must remain a Capacity for magnesium, lightweight champion 
merely preliminary examination of the future of and war partner of aluminum, was ballooned a hun- 
light metals. Whatever conclusions are reached, dred fold and a total of well over 300,000 tons is 
must be subordinated to the questionmark of future foreseen by the end of 1943, compared with the in- 
industrial activity as a whole. significant 1939 production of 3,350 tons. The war 
Our entry into the war signalized an aggressive found the magnesium industry in precisely the same 
expansion of aluminum output under both Govern- non-competitive position as aluminum. Dow Chemi- 
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cal was the only producer; having the largest capac- 
ity and best processes, it is likely to remain the 
dominating private factor by a wide margin. But at 
least eight others have entered the field so that pri- 
mary magnesium production promises to be a fairly 
open business. The more prominent among the new- 
comers are Diamond Alkali, Mathieson Alkali, Na- 
tional Lead, American Metal Co., Electrometal- 
lurgical Co., International Minerals and Chemical 
Corp., and more recently, Anaconda and Phelps 
Dodge. Their facilities are all Government-owned 
and operated by them on a fee basis... It remains to 
be seen how many of them, and to what extent, will 
choose to remain in the field after the war. 

The fabricating end of the magnesium industry 
is far less well developed and very small compared 
with primary capacity. Leading are Dow Chemical 
and American Magnesium Co. (owned by Alcoa) 
with castings and alloys the principal output. Rolling 
facilities so far are minor but a large sheet mill is be- 
ing built for operation by Revere Copper and Brass 
Co. The industry’s brief history is mainly responsible 
for the lag in fabricating capacity; other reasons are 
metallurgical. Besides, a large percentage of primary 
output goes into powder for incendiary bombs, 
fares and tracer ammunition, and this portion will 
remain high for the duration. 

Basically, both aluminum and magnesium have 
three things in common. Raw materials for their 
production are very nearly unlimited and electric 
power in ample quantity is a first essential in pro- 
duction. During 1943, the aluminum industry's pow- 
er consumption will probably exceed 10% of the 
entire national power output. The third factor is 
their light weight and similarity of certain metallur- 
gical traits. 

The war, as nothing else, has emphasized the use- 
fulness of light metals. Their importance to air- 
power is highlighted daily. Currently, about 90% 





Manufacturing Aluminum Propellers at the Cleveland Plant 
of the Aluminum Company of America. 
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of aluminum output goes into aircraft. Almost 
100% of magnesium production serves direct war 
purposes. What, then, will be the fate of these in- 
dustries after the war? 

The answer is not simple but perhaps best out- 
lined by stating that wherever there is mass in mo- 
tion, light metals will have a potential market. Their 
proper application means a reduction in weight 
which in turn will lead to lower operating costs. This 
is a fundamental consideration, underlying all as. 
pects of the question of future use and markets for 
light metals. Another, perhaps even more important, 
is price. All others, and there are a good many, are 
subsidiary to these two. In the last analysis, that 
material which serves best at the lowest ultimate 
cost will be used by industry, with the definition “‘ul- 
timate cost” a significant part of this argument. 


Price Trend Downward 


As to price, light metals are rapidly reaching the 
point where “‘first cost’’ is no longer a consideration 
working against them. Metallic magnesium, selling 
at $5 per pound in 1915, now costs 20'%c a pound. 
Aluminum, for years stationary at 20c, is now down 
to 15c a pound. This reduction was the direct re- 
sult not only of greater supply and improved fabri- 
cating methods, but of the development of low-cost 
publicly owned power facilities which today are the 
industry’s principal source of power. With this cheap 
power cutting actual production costs to about 12¢, 
for the most efficient producers, as against the pre- 
vailing price of 15c, further price reductions appear 
a certainty and may importantly affect the post-war 
competitive line-up. Magnesium prices, too, are ex- 
pected to trend lower in view of greatly improved 
manufacturing technique and mass output. 

The country will enter the post-war era with an 
aluminum capacity far outstripping prospective 
peace-time needs. Of the total, the Government will 
own about 60%. Heavy scrap recoveries is another 
depressing prospect. As to Government plants, 
Washington can do three things. It can close un- 
economic units, sell the plants to private interests 
or continue as a producer. Certain Government- 
owned units are high-cost producers suitable for the 
emergency but uneconomical for normal times. From 
a practical viewpoint, the industry’s post-war capac- 
ity may be at least 200,000 to 300,000 tons less than 
would appear on basis of war-time operations. This 
would leave a potential economical capacity of some 
750,000 tons, as against 165,000 tons in 1939. 
Clearly, the industry will have to develop new mar- 
kets on a broad scale as the drop in consumption 
from war-time levels will far exceed the lowering of 
over-all capacity due to closing down of high-cost 
plants. Where are these markets to be found? 

Broadly speaking, post-war uses are foreshad- 
owed by pre-war trends. This would point first of 
all to the transportation industry. It will 
doubtless continue so as lower prices will accelerate 
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and expand aluminum use in aircraft, railway equip- 
ment, trucks and automobiles. However, stainless 
steel and sheet steel will be strong competitors. 

Aluminum’s place in the aircraft industry can 
hardly be shaken but even allowing for the main- 
tenance after the war of a major air force and for 
extensive growth of commercial aviation, there is 
little chance of consumption approaching anywhere 
war-time levels. Post-war needs are likely to be no 
more than a quarter of war requirements, even 
under the most favorable conditions. Railroads and 
the automotive industry are large potential cus- 
tomers. Steel’s outstanding position in these fields 
rests on “‘price’’ and “‘strength”’, offsetting the dis- 
advantage of heavy weight. This dominating posi- 
tion will be threatened as aluminum prices decline 
and aluminum alloys of greater strength become 
available. For the moment, price appears to impede 
really drastic inroads of aluminum on the use of 
steel in automobiles. That fabulously gleaming 
aluminum and plastics post-war automobile actually 
is far off on price considerations alone. On the other 
hand, railroad passenger cars and locomotives will 
become one of the chief battle grounds between steel 
end aluminum. The latter is already entrenched in 
reamlined train construction. But so is stainless 
teel, and high-tensile chrome steel alloys, both offer- 
ng greater strength, light weight and reasonable 
prices. It will be a battle royal but aluminum stands 
to gain in the long run, both on weight and price con- 
siderations though the extent of its gain is uncertain. 
In the truck field where the weight factor is impor- 
tant, the use of aluminum will also expand; steel 
however will continue a tenacious opponent, princi- 
pally on “‘strength.”” There is a possibility, too, that 
aluminum will not dominate post-war aircraft con- 
struction as completely as it does now. Plane build- 
ers, with an eye on post-war transportation costs, 
even now are searching for a special steel suitable 
for planes. They found stainless steel ideal especial- 
ly under conditions of great stress and intense cold. 
Thus while initially more expensive than aluminum, 
stainless steel promises to be cheaper from the stand- 
point of eflicient operation and lower upkeep notably 
in areas where intense cold must be coped with. 
Combinations of steel and plywood are also en- 
visaged but their practicability is subject to further 
tests. In private plane building, plywood and fabric 
construction will probably outstrip aluminum on cost 
alone. 


Future Uses 


Small quantities of aluminum have been used in 
the electrical industry for some time, chiefly for 
transmission and as bus bars where lightness is an 
advantage. But as a rule, no more than 5% of 
domestic aluminum output was so employed, a tri- 
fing amount compared with copper consumption of 
over half of all the copper produced. In many in- 
stances, aluminum’s greatest advantage, weight, is 
not a serious consideration, and the extent to which 
aluminum may displace copper in the utility industry 
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will depend primarily on comparative costs of con- 
ducting electric current over aluminum or copper 
wire. Here, aluminum enjoys an initial advantage, 
cost being about 62% of that of copper, on a volume 
basis; it may however disappear or be pared con- 
siderably by lower copper prices after the war. 
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USE OF ALUMINUM BY CHIEF 
CONSUMING INDUSTRIES 


in percent 





Estimated 

Nov. Dec. May post-war 
1939 1940 1942 use 
Transportation (land, air and water) 29 40 63 34 
Cooking Utensils 14 6 1 10 
Electrical conductor 10 5 0 8 
Machinery & electr. appliances 15 9 6 12 
Building construction 8 5 3 9 
Chemical industry 5 5 5 5 
Foundries and metal working 4 23 19 9 
Ferrous & non-ferrous metallurgy 5 4 2 a 
Food & Beverage industries 6 2 0 5 
Miscellaneous a 1 1 a 











Since future price fluctuations and relationships are 
impossible to forecast, no definite conclusions are 
possible except to say that while certain inroads on 
copper may occur they are not likely to be drastic. 

Probably greater strides in aluminum consump- 
tion will be witnessed in a wide variety of uses in 
kitchenware, foil for packaging, building, decora- 
tion, electric appliances and certain machinery, 
notably textile machinery. While prospective con- 
sumption increases individually will be of minor 
importance, together they will mean a substantial 
volume of business. But non-ferrous rivalry will con- 
tinue keen, especially in the case of many fixtures and 
hardware where copper, zinc and brass are well 
entrenched, and with zinc for die casting. Plastics 
also enter the picture, but the factors of competi- 
tion between the various metals, and between metals 
and plastics, are so complex that experts hesitate to 
jump to any final conclusions regarding the outcome. 

Alcoa in a recent outline of post-war markets for 
aluminum has projected, on a percentage basis, 
probable aluminum use by leading industries after 
the war. These figures, given in the accompanying 
table, indicate expectation of greatest increase in 
the transportation field, a moderate increase in 
foundries and metal-working industries and only a 
small increase in building construction, over prewar. 
In all other categories, stationary or slightly dimin- 
ishing use is estimated. The figures represent per- 
cent of total aluminum production, but significantly 
enough, no production estimate is given. The latter, 
we repeat, and with it solution of the entire capacity 
problem, depends exclusively on the post-war level 
of industrial activity generally. 

Of magnesium capacity, slated to reach over 


300,000 tons, about ag is Government-owned. 
Thereof, some 10% is (Please turn to page 702) 
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Pants, and related products, represent one of 
the most stable divisions of the building materials 
industry because of the large replacement demand. 
Yet this is not to say that the market is stable in the 
sense of that for foods or tobacco or drugs or bever- 
ages, but merely less variable than volume in con- 
struction. 

A paint job can always be deferred when home 
owners or business managers are watching outgo 
carefully and viewing the future with uncertainty. 
Also the automobile industry, and other consumers’ 
durable goods fields, use large quantities of paint; and 
this demand varies considerably from year to year. 

Paint sales last year amounted to $530,000,000, 
according to Government estimates. This compared 
with $555,000,000 in 1941, $213,000,000 at the 
bottom of the big depression in 1932 and $437,000,- 
000 at the peak of the building boom in 1928. Al- 
though volume in gallons is not reported, the 
writer's estimate indicates that average physical 
volume in the four pre-war years 1936-1939 was 
about on a par with that of 1928-1929; whereas, of 
course, total volume of new construction for 1936- 
1939 was far under 1928-1929. As this divergence 
implies, the paint industry is to some extent inde- 
pendent of building volume on a cyclical basis. 

Yet new building not only requires paint but, what 
is more important, creates a more or less permanent 
replacement market for paint. In this very real 
sense, the building boom of the ’20’s is still “paying 
off” for the paint makers. The expected post-war 
expansion in residential building, now severely cur- 
tailed and, indeed, extinct except for war housing, 
will create not only an increased concurrent demand 
for paint products but permanently enlarge the paint 
replacement market. Normally, about 60 per cent 
of paint consumption represents building use, of 
which replacement use substantially exceeds initial 
use in new construction. 
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BY STANLEY DEVLIN 


Unfortunately, paint now lasts longer than it used 
to, which tends to reduce sales. An offsetting factor 
during 1933-41 was the large amount of recondi- 
tioning work financed by the Federal government 
through HOLC, nearly $18,000,000 worth of paint 
being used on these projects. There was undoubt- 
edly also a good deal of deferred maintenance for 
industrial plants, railroads, utilities, etc. Hence, the 
normal level would probably be somewhat below the 
actual level of 1936-40. On the other hand, the in- 
crease in the past three years is undoubtedly due to 
war demands, including new factories. There should 
obviously be a good demand in the first two or three 
years after the war, due to the revival of residential 
building, auto construction, deferred industrial de- 
mand, etc. This demand might about offset the loss 
of war business, keeping the industry somewhere 
around the present level of activity. 

Paint producers are handicapped at present by 
scarcity of imported paint ingredients; available sub- 
stitutes cost more, and few producers have raw ma- 
terial sources of their own. After the war, with 
world commerce reestablished, there may be a tem- 
porary over-supply of imported materials, permit- 
ting lower prices and stimulating demand, with im- 
proved profit margins. 

The paint industry is difficult to analyze on an in- 
vestment basis. There are some 680 establishments 
making paint and even this does not cover the entire 
industry. Many large chemical companies like du 
Pont and Commercial Solvents produce paint or 
paint materials as a side line; companies like Spencer 
Kellogg, Archer-Daniels-Midland, National Lead, 
New Jersey Zinc, and Eagle Picher Lead are im- 
portant raw material producers, but do not sell the 
finished product. Glidden and Pittsburgh Plate Glass 
are big paint producers but have other important 
lines. Ruberoid sells some paint, but is more largely 
in roofing materials, etc. Binks Mfg. makes paint 
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spray equipment—but also water coolers. Thus the 
jst of important companies actively engaged in pro- 
ducing and selling paints as a major line of activity 
narrows down to those shown in the accompanying 
table of issues, all of which are traded on the Curb 
with the exception of Devoe and Raynolds, which is 
on the Exchange. 


aaa SSE 
Position of Leading Paint Companies 





1942 

Assets Recent 1942 Divi- 

(Mill.) Price Earnings dends 

Pittsburgh Plate Glass 137 944% $5.09 $3.50 
Sherwin-Williams 71 9416 7.45 3.00 
Devoe & Raynolds A” 12 30 5.03 1.25 
Pratt & Lambert 7 26 2.21 1.80 
Cook Paint & Varnish 6 11 1.57 .80 
Valspar $4 Pfd. 4 Q7 6.78 2.25 
Valspar Common 4 1 .22 a 
A. C. Horn 3 4% 1.12 aaa 
Grand Rapids Varnish 1 4% 59 .40 











Pittsburgh Plate Glass is one of the Mellon com- 
panies and sells at a low yield and high price-earn- 
ings ratio. The company has no bonds or preferred 
ahead of the common, and maintains a strong cash 
position (net current assets at the end of last year 
amounted to $20 per share). The stock has paid 
dividends every year for 44 years, which explains 
its popularity with investment trusts, institutional 
funds or wealthy private investors who are content 
with a relatively low yield. Earnings in recent years 
have been between $3 and $8.53. 

Sherwin-Williams is another “rich man’s stock”’, 
selling at exactly the same price as Pittsburgh Plate 
Glass though its past price range has been somewhat 
higher. The dividend yield is lower, but the price- 
earnings ratio is more attractive—under 13 times 
last year’s earnings, which is quite reasonable con- 
sidering the company’s 45-year dividend record. 
Earnings for this year may run somewhat under last 
year, though no interim figures are available. 

Devoe &@ Raynolds “A” lacks the investment 
quality of the two leaders, its earnings and dividend 
record having been irregular, but it seems priced 
reasonably in relation to last year’s earnings. The 
report for the first half of the 1943 fiscal year was 
poor (12 cents against $2.27 last year) but the 
second half is expected to show up much better. 

Pratt & Lambert has paid dividends for 18 years 
and earnings seem fairly stable (though they 
dropped to 74 cents in 1938). The company will 
pay 50 cents October Ist, bringing the 1943 cumula- 
tive dividend to $1.30; another year-end payment of 
similar amount would bring the total to last year’s 
$1.80, on which basis the current yield is nearly 7%. 
As with many of the paint companies, interim figures 
are not released. 

Cook Paint & Varnish in the seven months ended 
June earned $1.06 compared with $1.19 last year. 
Earnings have been somewhat irregular, ranging 
from 20 cents in 1938 to $3.01 in 1941. Dividends 
this year are at the regular 20 cent quarterly rate, 
making the yield a little over 7%. 
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Valspar is a very old company, but the company’s 
financial record in the past decade has been poor, 
with a receivership which terminated in 1934, and 
a recapitalization in 1938 to eliminate bank loans 
and preferred arrears. Even with these. readjust- 
ments the company has been unable to pay the full 
preferred dividend; there is a current accumulation 
of $13.50, and $2.25 was paid last year (with 
nothing declared thus far this year). Since last 
year’s interim payment was declared in July, the 
omission of the dividend this summer seems to be an 
adverse indication, in the absence of earnings figures. 

A.C. Horn is one of the smaller units in the in- 
dustry. The stock is available at a low price in rela- 
tion to earnings of 1941-42 (about three times the 
average earnings of the two years). This may be 
due to the fact that there are two issues of preferred 
stock ahead of the common, the second preferred 
having a profit-sharing feature. No interim figures 
are available. 

Grand Rapids Varnish caters largely to the furni- 
ture and refrigerator trade. Earnings have shown 
somewhat of a declining trend since 1936 when 
$1.50 a share was earned. However, the dividend 
record has been good, dating back to 1918; big stock 
dividends were paid in the company’s early history, 
and a cash dividend of $26 was paid in 1928 before 
the split-up. Current position was good at the end 
of last year, with a moderate amount of bank loans 
ahead of the 133,000 shares of common stock. No 
1943 earnings figures are available, but the usual 
10 cent quarterly dividend is being paid, affording 
a yield of about 8% per cent. 

To sum up, the paint industry has a good post- 
war prospect but the available stocks of first grade 
are too high to appeal to the average investor and 
the more speculative issues have seldom been dy- 
namic market performers. 





Annual Sales of Paint Industry 
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Cushing 


A panorama of Chicago's stockyards, pens and big packing houses 


THE MEAT PACKERS’ 


Short and Long 
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Recent strength and activity in Armour and 
Wilson, low-priced leaders in the meat industry, in- 
dicate renewed interest in this group, which is usual- 
ly included among the “inflation hedges.” The pack- 
ing stocks, with one or two exceptions, are close to 
their 1942-43 highs, despite numerous press head- 
lines on “black markets’’, reduced profit margins, 
OPA ceilings, etc. 

Speculative interest has been stimulated by the 
prospect that we may feed most of hungry Europe 
after the war, as we are now feeding the conquered 
sections of Africa and Italy. Undoubtedly there will 
be a big export demand—whether through lend-lease 
or commercial channels. Assuming that the change- 
over from war to peace is effected without undue 
shock to our economy, there should also be a big do- 
mestic demand for meats to replenish inventories and 
to feed hungry householders who have been on a 
reduced meat diet. 

The present situation in the industry is one of 
sharp contrast. Production last year was the biggest 
on record, with twice as many hogs raised as in 1938 
and substantial gains in cattle and sheep slaughter- 
ing. Production figures for the current year are run- 
ning above last yeat for hogs and sheep, but sub- 
stantially lower for cattle and calves—the latter 
probably reflecting diversion to “black market” 
slaughtering. In July 845,000 cattle were slaugh- 
tered compared with 1,048,000 a year ago, and 335,- 


680 


Term Prospects 


CLIFFORD 


000 calves compared with 461,000 in 1942; but on 
the other hand hogs which passed under government 
inspection numbered 5,427,000 in that month com. 
pared with 3,886,000 last year, and sheep were 
1,988,000 vs. 1,705,000. Today’s report from Chi- 
cago gives hog receipts as 14,000 compared with 
8,973 a year ago. 

The huge increase in pig production is doubtless 
due to the low “hog-corn” ratio—the number of 
bushels of corn required to buy 100 lbs. of live hogs, 
based on average farm prices for corn vs. hogs. In 
June, July and August, this ratio averaged around 
12.5% compared with 16.6% a year ago. The farm- 
er finds that he can make more money by putting his 
corn into hogs than by selling it—hence the phenom- 
enal number of porkers now ready for market. 

The cattle situation is difficult to analyze because 
of inadequate statistics. The big packers, who al- 
ways operate on a very narrow margin of profit, 
can’t make any money on beef, it is asserted, because 
of the OPA ceilings on beef prices, as contrasted 
with the open market on live animals. While the 
government is developing a policy of subsidy pay- 
ments, Congress hasn’t co-operated and it is doubt- 
ful whether these would compensate fully for price 
‘‘roll-back” losses. Hog prices are somewhat high 
in relation to pork ceilings, but may still allow fair 
profit margins to the packers. Moreover, profits 
should remain satisfactory on meat products sold for 
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the armed forces and lend-lease, since much of this 
must be processed or canned. 

Civilian demand for meat products is largely gov- 
erned by purchasing power, which at present is very 
high. The “Survey of Current Business’ (Depart- 
ment of Commerce) sometime ago estimated the 
annual per capita demand for meat at 160 lbs., or 
32 lbs. larger than the estimated supply. Plans are 
being made by the Federal government, the States 
and private business to maintain national income at 
a relatively high level after the war, in order to in- 
‘sure full employment for demobilized armed forces. 
Wartime savings and discharge bonuses to soldiers 
"and sailors are expected to bridge any gap in reem- 
ployment during the transitionary stage. Hence, our 
| own civilian demand plus the shipments to Europe’s 
“needy millions, should maintain a heavy demand for 
meat and keep the packers busy for two or three 
years after the cessation of hostilities. 
















Government Price Policy 






Undoubtedly, the crux of the present meat situa- 





Cushiny ¥ tion is the government price policy on beef. It was 
| hoped that the creation of the War Meat Board 
would improve the situation, but thus far the Board 
has apparently been handicapped by prevailing gov- 
ernment policies. Recently, the National Indepen- 
dent Meat Packers’ Association, said to represent 
about 600 members, declared that the government’s 
policy of fixing prices on beef products but not on beef 
cattle has produced a ‘‘squeeze”’ resulting in a loss 
of $10-$30 on every steer slaughtered. “There is 
plenty of beef available,’ President George L. Hall, 
but on Jr.» said, “but the public cannot get it because the 
‘rnment{ Government is blocking the channels of distribution 
-h com-| by a grotesquely unfair price policy.” 
D were The Association’s estimate of the loss on steers 
m Chi-| seems somewhat high and as indicated above, is 
.d with] probably offset by the extra profits on processed 
meat, foreign business, and the high volume of hogs 
subtless § Marketed. Cattle are expected to be in greater sup- 
tber of | Ply during the balance of the year, which may result 
e hogs, in somewhat lower prices, affording packers a pos- 
ogs. In sible profit margin. It is also possible, of course, 
around that packers may eventually benefit moderately by 
° farm-| bonuses” from Washington. It has been reported 
ting his that the government might pay $100,000,000 or 
henom-| More to compensate food producers for losses, in 
st. lieu of raising price ceilings, since the latter move 
because § Would cause renewed wage demands by the labor 
vho al-g§ unions. — 
profit, It is dificult to gauge the trend of the packers’ 
because | Current earnings because of a lack of interim reports. 
trasted} However, the current year is expected to compare 
ile the} ‘ather favorably with last year, due to the extraor- 
ly pay- dinary volume of business and the excellent profits 
doubt- obtainable from foreign operations. Excess profits 
r price tax payments will tend to stabilize current earnings, 
at high however. The present interest in the packing stocks 
yw fair] 1s probably due more to anticipated post-war im- 
profits] Provement than expectations of substantial gains 
old forf this year. Relief from excess profits tax payments 
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and harsh OPA policies might give the packers two 
or three years of real post-war prosperity, similar 
to that enjoyed during the first World: War period. 
The accompanying table gives data on leading issues, 
most of which are on the Stock Exchange. 

Armour, largest packer with 1942 turnover of 
$1,300,000,000, is overcapitalized, and earnings 
have been irregular, A merger of the Illinois and 
Delaware companies is now under way, having been 
ratified by stockholders. Thus the huge system will 
be restored to its status of twenty years ago, and the 
financial structure improved by current refunding 
operations. Consummation of this program should 
improve the prospects for refunding dividend ar- 
rears on the Illinois company’s $6 prior = 
(about $27) and on the 7% preferred ($39). 
agg of $4.50 was seiaie on the prior i 
in July last year, but no payments have since been 
made. 

Last year $22.79 was earned on the prior pre- 
ferred, compared with $24.24 the previous year; and 
in the six months ended May Ist, 1943, $8.74 was 
reported (subject to renegotiation of U. S. Govern- 
ment contracts). The company reported net work- 
ing capital of $130,722,372, including cash of over 
$29,000,000. This heavy cash backlog is required 
to carry larger inventories, as well as meet tax un- 
certainties. 

The common stock is currently selling at less than 
three times 1941-42 share earnings (largest in many 
years) which would seem to discount possible future 
dilution by issuance of new preferred or common 
shares to settle preferred arrears. 

Swift, second largest of the Chicago packers, is an 









































investment issue, as indicated by the narrow price 
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range. Dividends have been paid continuous- 
ly since 1888 (with the exception of 1933), 
the present $1.50 rate having been paid dur- 
ing 1941-43. The company has a simple 


PACKING STOCKS (IN ORDER OF SIZE) 


capitalization, with $22,500,000 low coupon aah Micaela — <r 
debentures and 5,922,268 shares of common (Mill) Price 1942-1943 ings** Rate Yield 
stock. Earnings in 1941-42 averaged nearly armour & Co....... $367 6% 6% 2%) $214 — 
twice the dividend, and have been well main- swift & Co......... 342 27 27%-20 «=. 2.89 $1.50 5.6 
tained, with the exception of 1938 and 1932 Swift Internationalt. 219 312 35%2-19% (a) 2.00 64 
when deficits were reported. At current levels Wilson & Co....... 125 9 9%- 3% 270 — — 
this stock returns a yield of 5.6%, and pros- Cudahy ........... 73 20 20%2-8% 66 — — 
pects for an increase in the dividend rate dur- ni scares) = - — ie oo 
F ¥ : n ockyards.. ‘s ae Yo 7 ° a 
oe seed tee neccniceeel ies Hormel* .......... 17 33-34 -27%2 «3.46 «2.00 6.1 
Swift International’s figures are hard to *Curb. **Fiscal Year (usually ending in October). tin Argen- 


interpret because they are reported in Argen- 
tine pesos. The stock returns a somewhat 
higher yield than that of the parent company, 
but is selling a few points under the 1942-43 
high. Presumably this is due to its location in 
the Argentine. Our relations with that country are 
not as cordial as with other South American repub- 
lics, due to the pro-Axis leaning of the government. 
Recently Secretary of State Cordell Hull abruptly 
refused the request of the Argentine government for 
a share in lend-lease, and a few days later there was 
an apparent retaliatory order against American For- 
eign Power, which has important properties in that 
country. While the order was substantially modified, 
the episode has unfavorable implications for a com- 
pany like Swift International, in the minds of in- 
vestors, despite the very sound record of that com- 
pany. 

Wilson is currently selling at about 3.3 times last 
year’s share earnings, and 3.5 times the 1941 earn- 
ings. There are arrears of $3 on the $6 preferred 
stock (currently selling at around 85) but this 
amount is so small that it fails to account for the low 
price-earnings ratio for the common. However, 
earnings on common prior to 1941 were considerably 
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tine Pesos (paper currency). The "free peso" is now worth about 25¢. 
(a) 11.77 pesos. 


(b) Paid December 3, 1942. 
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smaller, and the stock has paid no dividends since 
1938. Presumbly the company is conserving cash; 
it has been increasing its bank loans in recent years, 
and trade receivables have increased very sharply— 
the 1942 figure was over $42,000,000, double that 
of 1941 and four times as great as in 1938. On the 
liability side, income tax reserves are large. Wilson 
in recent years has gotten along on a comparatively 
small cash balance, and the current ratio has dropped 


from 6.09 in 1939 to 2.19 in 1942. These factors ° 


help to explain the low price-earnings ratio for the 
common stock—roughly the same as for Armour, 
despite the latter’s heavy preferred arrears. On a 
speculation basis, the issue looks attractive. 
Cudahy also sells for a little over 3 times 1941-42 
earnings. No dividends on the common have been 
paid since 1937, and.arrears on the $6 and $7 pre- 
ferred stocks total about $5.25 and $4.50 respective- 
ly. Arrears have been substantially reduced this year 
by extra payments; total 1943 dividends to date on 
the $7 preferred amount to $17.50, and the Novem- 
ber payment will probably wipe off all arrears, clear- 
ing the way for resumption of common dividends. 
While Cudahy’s current ratio has declined in the 
past two years, cash has been moderately increased, 
though big inventories have necessitated moderate 
bank borrowing. Earnings for the current year seem 
likely to compare favorably with last year, and with 
bond indenture requirements for a minimum surplus 
of $5,000,000 exceeded last year, resumption of 
common dividends seem a likely possibility in early 
1944. 
John Morrell, as indicated by the price-earnings 
ratio of over eight, is of semi-investment calibre. 
Dividends have been fairly generous in relation to 
average earnings, and have been paid in each of the 
past fourteen years. In recent years, however, pay- 
ments have shown a declining trend, $2.75 being 
paid in 1941, $1.75 in 1942 and an indicated $1.00 
in 1943. Presumably the company desired to bolster 
its financial position, although the cash and current 
position showed improvement in recent years. Mor- 
rell specializes in pork (Please turn to page 700) 
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10 Selected Stocks for Market Opportunity 


5 Low-Price Issues for Substantial Profits 
5 Moderate-Price Issues for Income and Profit 








WILSON & CO. INC. 
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BUSINESS: This company is the country's third ranking meat packer. 
Produce activities are relatively less important than those of other 
large packers but Wilson on the other hand obtains substantial profits 
fom a sporting goods subsidiary. Wilson's operating record in recent 
years has compared favorably with the other three of the Big Four in 


a cost factor, there has been a narrowing of profit margins of late 
due to the squeeze between ceiling prices for meat and sharply rising 
livestock markets, a result of sustained and highly competitive demand 
for meat animals to satisfy record demand for meats. However, this 
condition has now been stabilized, affording more favorable price rela- 
tionships which should be reflected in the widening of over-all margins. 


FINANCIAL POSITION: Working capital, sharply reduced during the 


public financing in 1937. More recently, sharply expanding business 
tequired additional working funds which were obtained by bank bor- 
rowing. In spite of this, finances now are on a satisfactory basis and 
preferred dividend arrears have been whittled down to $3 per share 
which is likely to be paid off this year. In April, outstanding 4% and 
3%4% bonds and debentures were successfully refunded into $20 mil- 
lion 3% mortgage bonds, now the only funded debt. 


production continuing at record levels. The industry's prospects are 
considered above average; there is a large supply of livestock available 
for slaughter and with margins improved, operating income should 
tise. Mounting military and lend-lease demand should bolster earnings. 
In the early years of peace, export demand for meats and fats may 
easily exceed war-time record levels and domestic demand is expected 
to hold up well. Meat price trends are principal profit determinants 
but with prices likely to continue fixed for some time, profits are bound 
to fluctuate with volume rather than selling prices. 


resistance, reflecting the improved outlook and position. Presently the 
common is 134% above its 1942 low and 30% below its 1937 high, 
while our Combined Index is 90% above and 35% below these points, 
respectively. } 

COMMENT: Recent price—8!/2. Selling far below book value and with 
fundamentals steadily improving, the stock undeniably has merit as a 
low-priced speculation with excellent appreciation prospects. In re- 
cent weak market periods, it has held close to the year's high of 834. 


Long-Term Record 
Net 


e 
*Sales Income 


let per Divi- Price 
**Year (millions) (millions) Share dends Range 
1994..... - 180.00 3.840 1,28 None 9 - 4% 
1935. 223.00 4.122 1.09 0.37 94- 3% 
1936. 253.00 4.070 1.06 0.50 11 - 6% 
: 83. A 0.29 0.50 1214- 4% 
d0.94 None 5%- 3 
0.64 None T%- 3 
0.84 None 13%- 8% 
2.56 None 7 -4% 
ty None 6%- 3% 
#. 31, 


1943 








OUTLOOK: War time earnings should continue high with demand and | 


MARKET ACTION: Past market action was characterized by about | 
average volatility but more recently, the stock displayed considerable | 


the packing. field. In view of the importance of raw material prices as | 


depression years, was since rehabilitated by reinvestment of profits and | 
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BUSINESS: Largest maker and seller of machinery and supplies to the 
printing trade. Principal products include hand type, printing presses 
including the Kelly automatic press, the Webendorfer letter press and 
offset presses. A complete line of printing supplies, except paper, is 
purchased from others and sold to the trade. Sales of hand type, 
normally the most important single division, account for about 
25% of volume, machinery and other supplies for another 25% while 
prodticts made by others constitute the remaining half of sales. Through 
acquisition in 1940 of the International Research Laboratories, the 
company entered into research and development of multi-color reproduc- 
tion for letter press, offset press and gravure. Since the war, the com- 
pany is primarily engaged in making machine tools, ordnance materials 
and munitions. Normal production is severely curtailed and sales from 
existing inventories strictly regulated. 

FINANCIAL POSITION; Finances have been steadily improving and 
working capital position is good. The company last year arranged a $20 
million "V" type credit of which at present about $8.50 million are 
being used. This amount, carried as current liabilities, is fully covered 
by receivables and inventories. Net working capital is $7.35 million. 
OUTLOOK: War work is expected to continue at capacity, fully com- 
pensating for sharp curtailment of normal business. June quarter net 
was 38c per share against last year's 28c. Continued good earnings 
are indicated over the nearer term despite sizable deductions for post- 
war reserves which last year amounted to $600,000. Long-term prospects 
are held excellent; continued obsolescence and depreciation of existing 
printing eauipment during the war is expected to create sizable post-war 
demand, pointing to good business for quite some time. Company's 
research activity and recent amendment to its charter to permit 
branching out into new products indicate possibility of post-war diversi- 
fication. 

MARKET ACTION: Indicative of the speculative character of the 
equity, the latter in the past showed more than average volatility but 
steadily improving finances of late had a somewhat stabilizing effect. 
At present, the stock is some 166% above its 1942 low while our Com- 
bined Index is 90% above that point; the stock is about 100% below 
its 1937 high with our Index only 35% below that peak. 

COMMENT: Recent price—!0. Generally favorable prospects impart 
considerable speculative appeal even at current level which compares 
with the year's high of 1234. Indicative of improved situation is 
dividend resumption in March with a payment of 50c, first since 
company's reorganization in 1936. With retirement of debentures com- 
pleted and earnings good, further payments appear likely. 


Long-Term Record 


Net Net 
Sales Income Net per Divi- Price 
*Year (millions) (millions) Share dends Range 
GO sinc sencneeiees 424 d0.70 d10.96 amare oe 
ee eee 5.259 d0.358 ci | 104- 2% 
1936. 7.882 0.514 i 18 - 8% 
1937. 7.564 0.145 0.26 20 %- 4% 
. ORES 6.180 d0.227 d0.40 9\4- 3% 
> ERSSEEE OS 7.608 0.089 re 8%%- 4% 
;. er eet 8.065 0.301 GRR 3s nave. 64- 2% 
: a Res 10.860 0.810 1.43 cana 7 -3% 
1942... Re eget 33.839 1.111 ‘. ere. 1%- 3% 
d-Deficit. *Year ended March 31; 1934-35 year ended August 31 





















































NATIONAL GYPSUM CO. 


10 Selected Stocks for Market Opportunity 


GENERAL BAKING CO. 
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BUSINESS: Expanding chiefly through the acquisition of other con- 
cerns in the field, National Gypsum in comparatively recent years has 
become the second largest producer of gypsum building materials, 
producing over 140 related building and insulation products having 
gypsum as a base. Additionally, the company owns a rockwool plant, 
at present operating sat capacity to meet widespread demand for 
home insulation. Ownership of large reserves of gypsum and limestone 
give the company a fair degree of cost control. Markets include all 
sections of the country east of the Rocky Mountains. The company's 
swift growth to its present position is primarily a tribute to efficient 
management though secular expansion of demand and use of artificial 
building materials was an important aid to progress. 

FINANCIAL POSITION: A conservative dividend policy has enabled 
the company to finance its expansion and at the same time build up a 
strong financial position. The company now enjoys the strongest cash 
position in its history with net working capital of $6.85 million, an 
increase of $2.33 million over last year while bonded debt has been 
reduced to less than $6 million. Total annual bond interest plus pre- 
ferred dividends amount to $480,000. This compares with net income 
in 1942 of $1.04 million. Like all building supply companies, National 
Gypsum is considerably affected by war-time restrictions on building— 
though partly offset by demand for Government housing; return to 
peace time operations appears essential for restoration of substantial 
earning power. 

OUTLOOK: Demand for war construction and increased production of 
direct war materials of late undertaken by the company points to 
moderate improvement in near-term over-all volume but rising costs 
and smaller margins are likely to prevent any important earnings gain. 
On the other hand, the longer term growth outlook is bright. Man- 
agement is ever expanding its range of products and has effected 
many operating economies. Apart from the fact that growth prospects 
in this field are far from exhausted, the company should benefit mate- 
rially from the expected post-war building boom with new peaks in 


sales and earnings indicated, the latter despite probably narrower | 


peace-time margins reflecting mounting competition in the field. 
MARKET ACTION: Reflecting the strongly cyclical character of the 
company's business, the common on the whole displayed more than 
average volatility. At present, it sells 153% above its 1942 low while 
our Index is 90% above that point. Similiarly it is about 47% below 
the 1937 high, while our Index is 35% below that top. . 
COMMENT: Recent price—9!/2. Fair war-time earnings prospects and 
bright longer term growth outlook impart the common stock attraction 
for the long pull. Reflecting this, the stock showed good resistance in 
recent weak markets. Its vulnerability to any further market reaction 
should be limited. 


Long-Term Record 





Net Net 
Sales Income *Net per *Divi- Price 
(millions) (millions) Share dends Range 
2.560 32 1.09 ND tas the 
4.284 0.532 1.25 ee.) heb ns 
7.66 1.018 92 me Ne 
10.159 0.687 0.33 None 18%- 4% 
9.82 0.921 0.49 None 1634- 5 
13.021 1.455 0.94 0.25 16%- 84% 
16.5 1.565 1.03 0.40 124- 5% 
24.258 1.533 0.94 0.40 B55- 358 
28 0. 0.25 6%- 334 


See 22.280 1,048 0.56 
*1934-36 on Class A common, thereafter on $1 Par Value common, 
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BUSINESS: With an average daily output of more than one million 
loaves of bread, this company ranks as the second largest unit in the 
bread baking industry. Bread represents about 90% of total produc. 
tion, the remainder being cakes and pies. Bond Bread is one of the 
company's principal brands, and widely distributed by individual and 
chain stores as well as by the firm's own truck routes. Markets extend 
over 20 states along the North Atlantic Seaboard, the Middle West 
and the South. Since competition in this field is keen, advertising 
constitutes an important cost item to maintain consumer preference; 
by the same token competitive conditions in local markets normally 
determine selling prices. The latter recently have tended upwards due 
to the narrowing spread between bread prices and ingredient costs; 
nonetheless, rationing and shortages of other foods have been helpful 
to the bread bakers. 


FINANCIAL POSITION: After retirement of funded debt in 1935, 
working capital expanded consistently due to only partial employment 
of depreciation allowances. Hence present finances are quite ample 
with cash holdings considerably exceeding current liabilities. The 
1,594,799 shares of common are preceded by an issue of 90,775 shares 
of $8 cumulative preferred stock. There is no funded debt. Working 
capital at the end of 1942 was $7.71 million, as compared with $6.01 
million at the end of 1941, with cash amounting to $5.69 million and 
Treasury notes of $1.50 million. Current liabilities are $3.79 million. 


OUTLOOK: The stimulus of food rationing to bread and cake sales 
and the probability of satisfactorily maintained profit margins sug- 
gest 1943 earnings somewhat in excess of last year's. Bread sales 
should respond increasingly to the high level of consumer income and 
particularly the rationing of other foodstuffs while reduced home baking 
should bolster cake sales. But higher taxes, due to the absence of a 
tax carryover, will probably offset a goodly part of the prospective 
gain in operating income. Over the longer term, earnings fluctuations 
should remain moderate, partly depending on competitive influences 
and raw material costs. However, relaxation of ceilings and subse- 
quent improved margins constitute constructive post-war factors. 
MARKET ACTION: Reflecting in part the leverage factor, the com- 
mon in the past displayed above average volatility and presently stands 
at 133% above its 1942 low while our Index is only 90% higher. Simi- 
larly, the common is some 148% below its 1937 high while our Index 
is 35% below that peak. 

COMMENT: Recent price—77. Since dividends will probably exceed 
the 45c paid last year, thus promising a minimum return of 5!/2%, the 
reasonably priced common has speculative appeal. Reflecting this, the 
stock has shown good resistance in recent reactionary markets, receding 
only moderately from the year's high of 91/4. 


Long-Term Record 


Net Net 
Sales Income Net per Divi- Price 
(millions) (millions) Share dends Range 
36.381 1.941 0.78 0.65 1434- 619 
39.171 2.151 0.91 0.60 1334- 7% 
855 2.611 1.20 1.20 20 -10%4 
43.235 1.504 0.50 0.75 191-5 
41.926 2.713 1.27 0.80 1114- 612 
39.047 1.507 0.51 0.60 11 -7% 
39.346 1.923 0.77 0.60 814- 55s 
42.067 1.176 0.31 0.45 144- 3% 
50.809 2.287 1.02 0.45 5 %- 3% 
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10 Selected Stocks for Market Opportunity 


BUSINESS: As the result of an aggressive program of product and | 
market development pursued since 1936, the company today is one | 


of the leading manufacturers and distributors of general building 
materials. It is the only large company producing insulating and other 
building materials from bagasse, a low cost material. About 65% of 


output is normally used in the building trades; the remainder is sold | 


to the automobile, refrigerator, railroad and numerous other industries 
for insulating purposes. In 1936, Celotex added a complete line of 
roofings and sidings, manufactured by Certain-teed Products Co., a 
24%, owned affiliate. In 1939 it acquired entire ownership of American 
Gypsum Co., a former controlled subsidiary, thereby securing the right 
to manufacture a full line of gypsum products under this company's 
atents. Subsequently, large gypsum deposits were acquired in Texas. 
FINANCIAL POSITION: Finances have improved considerably in 


recent years but until 1941, dividends were paid only occasionally to | 
conserve funds. Cash holdings and working capital rose steadily, now | 
amounting to $1.19 and $4.02 million respectively, and funded debt | 
was further reduced. Early refunding of the latter, currently consisting | 
of $3.14 million 4'4% debentures, is contemplated by issuance of $3 | 
million new debentures and private sale of 75,000 shares of additional | 
stock. Net earnings during the first half year were 63c per share against | 


69c last year. 


OUTLOOK: Since earnings this year are liable in full for taxes at 1942 | 
rates, net is likely to fall somewhat below last year's despite well main- | 
tained volume. War housing construction, conversions and expanding 


farm business form the principal current outlets and should cushion 


reduced sales to the Government for cantonments and war plant ex- | 


pansion. Post-war sales should fully reflect the expected boom in 
residential building, normally chief consuming source of Celotex 
products. Due to heavier taxes and prospective keen competition, 


corresponding gains in post-war earnings may not fully materialize 
but peaks in both volume and earnings are nevertheless expected, 
reflecting the secular growth of the synthetic building materials field 
and the company's strong trade position. 

MARKET ACTION: Reflecting the speculative character of the stock, 
its past fluctuations somewhat exceeded general market movements. At 
present, it is 118% above its 1942 low and 80% below the 1937 high 
while our Index is 90% above and 35% below these points, respectively. 
COMMENT: Recent price—I33¢. Under aggressive management, this 
is a "growth" situation with excellent long-term prospects. At only 
slightly more than half the 1937 high, it affords a promising speculation 


on the post-war building boom, with no more than moderate near-term | 


reaction risk. 


Long-Term Record 
Net Net 


Sales Income Net per Divi- TTPrice 
*Year (millions) (millions) Share dends Range 
Dea enter 3.91 d0.207 d2.09 None atts 

ee Si 0.221 d0.54 None 2114-164 

1936... 7.589 0.736 2.20 None 397%-19 
1937... 10,574 1.266 4.17 1.20 4814-1910 
1938... 9.126 0.518 1.19 (a) (b)16 15-125 
1939. 12.317 0.741 0.95 None 19%- 1% 

1940. 13.817 0.747 0.96 None 12'o- 5 
BE eck kt wannss 19.977 1.749 2.56 1.43 10 4- 53% 
1942 23.51 23 1.55 0.75 8h2- 6% 


Betters 32S dees 510 11 
d-Deficit. (a) Paid 100% stock dividend. 
*Year ended Oct. 31; prior 1936, yeat ended Dec. 31. _—s#-For predecessor company. 

tt-1935-37 incl. old stock. (b) On basis of 100% stock dividend, price range 
would be 2414-194, 
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MOHAWK CARPET MILLS, INC. 
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BUSINESS: Manufacturing an extensive line of products, this company 
is a leading factor in the domestic rug and carpet industry. Output 
includes such well-known items as "Chenilles," “Wiltons" and "Axmin- 
sters," as well as a line of tapestries and velvet. Plants are located at 
Amsterdam, N. Y., and sales are made directly to wholesalers from 
warehouses located strategically throughout the country. Currently, 
Government business accounts for the bulk of the company's activity 
and according to indications from the latter, an effort will be made 
to retain part of the Federal business after the war. Products now 
made include military blankets, duck, machine tools and other military 
items. 

FINANCIAL POSITION: Finances are exceedingly strong. Net work- 
ing capital currently is about $14 million, with cash alone amounting 
to $5.52 million and far exceeding current liabilities of $1.35 million. 
This unusual liquidity is largely due to progressive liquidation of inven- 
tories which presently stand at about $7.82 million compared with 
$10.51 million at the end of last year. Large inventories accumulated 
in anticipation of subsequent shortages or difficulties in obtaining 
carpet wool have so far been instrumental in maintaining civilian sales 
at fairly good levels, and profits consequently held up well despite 
restrictions on new carpet production and Government control of carpet 
wool. The capital structure is simple, consisting of 550,000 shares of 
$20 par common stock. 

OUTLOOK: Aided by large Government orders, sales should continue 
at good levels over the nearer term though earnings are likely to 
recede somewhat in line with the increasing proportion of Federal busi- 
ness with narrower profit margins. This trend will be accentuated as in- 
ventories are nearing exhaustion since carpet production is now sharply 
restricted. However, the quarterly dividend of 50c is held assured. 
With normal output of floor coverings far below demand, a sizable 
backlog of deferred business is being built up and post-war prospects 
are bright. The company even today is formulating promotion plans 
to capitalize on post-war opportunities and meanwhile has extended 
advertising expenditures to prepare the field. Its strong trade position 
and reputation for high-quality merchandise together with the rapidly 
accumulating demand for rugs and carpets should enable the company 
to profit materially from the expected post-war period of high activity. 
MARKET ACTION: The stock on the whole displayed about average 
volatility although it outdistanced the market during its past advance. 
This together with excellent resistance during recent market weakness 
tends to accentuate the validity of excellent post-war expectations. 
COMMENT: Recent price—29!/2 and equal to the year's high. Mod- 
erately priced in relation to working capital and future prospects, the 
stock has distinct long-term speculative appeal, quite apart from 
the excellent yield of over 6%. 


Long-Term Record 


Net Net 
Sales Income Net per Divi- Price 
Year (millions) (millions) Share dcnds Range 
WO ood cece makene 9.561 d0.073 d0.13 0.25 224-1212 
1935... 13.901 0.633 1.16 0.50 23 -10%4 
1936... 17.591 1.261 2.31 1.80 33 14-19% 
1937... 18.195 1.242 2.27 1.70 4074-12% 
1938... 12.043 d1.485 d2.72 0.25 20 '2-10 
1939... 17.430 1.798 3.29 0.75 21 -10%% 
1940... 17.629 1.579 2.91 1.25 1934- Jo 
1 CRORE ee 30.365 1.962 3.62 2.00 17°4-1244 
|e 31.403 1.608 3.03 2.00 18 -12'%4 
d-Deficit.: 
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BUSINESS: This concern functions as a holding company, owning 
virtually all of the stock of Pullman Co. which operates sleeping cars 
and other de luxe railway equipment of which it had some 7,048 at 
the end of 1941. The wholly-owned subsidiary, Pullman-Standard Car 
Mfg. Co., is the world's largest railway car builder. Its ten plants have 
an annual capacity of 76,000 freight cars, 2,220 passenger cars, 200,000 
car wheels and 49,000 tons of forgings. Trolley cars and trolley buses 
are also made. The manufacturing company holds large contracts for 
tanks, mortars, airplane wing assemblies and other war material. Of 
late, some of these contracts, notably those for tanks, have been 
cut or cancelled to permit again greater output of badly needed rail- 
way equipment, especially freight cars. 

FINANCIAL POSITION: The Company traditionally enjoys a strong 
financial position. At mid-year, cash and Government securities totaled 
$61.07 million compared with current liabilities of $78.77. In addition, 
it held U. S. Treasury tax notes amounting to $32.75 million. Nef 
working capital stood at $93.86 against $87.37 at the end of last year. 
Inventories were $31.96 million. Reserves of all kinds total $18.88 
million; thereof over $10 million provide for various post-war contin- 
gencies. There is no funded or short-term debt, the capital consisting 
solely of 3,302,897 common shares. 


OUTLOOK: For the duration, operations are expected to continue at 
capacity. The car operating division will be very busy in view of 
current heavy rail travel and large troop movements. War work and 
resumption of car manufacturing will fully occupy the manufacturing 
division. Earnings may run somewhat below last year's $3.14 per share 
due to narrower profit margins and exhaustion of an EPT carry-over 
credit. The huge backlog of deferred demand for railroad equipment 
will assure the manufacturing company several years of high and 
profitable activity while the car operating division by constant mod- 
ernization of equipment and even greater emphasis of de luxe features 
is expected at least to hold its own in competition with air and auto- 
mobile travel. 

MARKET ACTION: Past fluctuations of the common were somewhat 
below average, reflecting the company's strong position and fair 
earnings, but since the war, the stock has been lagging behind the 
general market. Currently it sells some 70% above the 1942 low and 
71% below its 1937 high while our Index is 90% above and 35% below 
these points, respectively. 

COMMENT: Recent price—35!/g, off about 10% from the year's high 
of 40!/g. Yielding over 8%, the stock has attraction on an income basis. 
Selling at about half its 1937 high, it holds promise of future price 
— and appears suitable for long pull buying on any future 
setbacks. 


Long-Term Record 
Total Net 


Earnings Income Net per Divi- Price 

(millions) (millions) Share dends Range 
15.617 2.957 0.7 3.00 5934-35 % 
13.120 0.273 d0,07 2.62 5274-29 4 
22.172 6.347 1.66 1.50 69 %-36 % 
27.450 12.275 3.21 2.75 2 Y-2 
16.049 2.295 0.60 1.37 3914-91 % 
17.189 4.009 1.05 1.00 41 %-22 6 
22.134 7.484 1.95 1.50 3244-16 % 
28.918 10.918 3.31 2.50 2914-19 
61.229 10.361 3.14 3.00 2854-2034 
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BUSINESS: This is one of the best diversified auto parts producers, 
its customers normally including Chrysler, Ford, General Motors and 
virtually all other automobile makers. The more important products in 
this department are transmissions, overdrives, clutches, radiators, uni- 
versal joints and carburators. Auto parts volume normally accounts 
for about 51% of total sales with original equipment about 40% of 
the aggregate. The Norge household appliance division usually con- 
tributes about 23% of sales. Besides refrigerators, this department 
makes stoves, washing machines, ironers, oil burners and air condition- 
ing equipment. Farm implements and miscellaneous specialty products 
contribute about 14% of volume. Aircraft equipment, accounting for 
only 11% of 1941 sales, is becoming an increasingly important source 
of income. 

FINANCIAL POSITION: Finances are strong and the company thus 
far has weathered the war period without recourse to borrowing despite 
substantial capital requirements for war work which presently makes up 
over 90% of current business. A $15 million bank credit recently ar- 
ranged on a stand-by basis has not yet been utilized. Net working 
capital is $34.37 million; cash and securities amount to $36.92 million 
against current liabilities of $51.4 million. Inventory, largely covered 
by Government orders, amounts to $24.44 million and there is a post- 
war contingency reserve of $4.5 million. 

OUTLOOK: A 67% gain in operating profit during the first half year 
resulted in net of $1.99 per share against $1.70 for the first half of 
1942, reflecting the heavy impact of taxes on rising volume. Nonethe- 
less, 1943 income should exceed last year's of $3.09 per share, and 
profits should continue high for the duration. While reconversion ex- 
penses are likely to be substantial, they should, according to the 
management, by no means be staggering and adequate provision is 
being made to meet them. The steadily accumulating demand for con- 
sumer durable goods can be expected to provide excellent markets in 
the post-war period. Additionally, aircraft equipment sales should 
bulk much larger than in pre-war years. 

MARKET ACTION: Reflecting the essentially cyclical nature of the 
company's business, past market fluctuations of the common were about 
average but during the last market upswing the stock lagged somewhat 
behind in recognition of its present status as a war stock. Currently, 
it stands about 74% above the 1942 low while our Index is 90% higher. 
It sells 31% below the 1937 high while our Index is 35% under that 


point. 
COMMENT: Recent price—345%. Considering outstanding post-war 


prospects, the stock, currently yielding about 5%, is an excellent vehicle 
for participation in the post-war boom in consumer durable goods. 


Long-Term Record 


Net 
Opts. Net 
Income Income Net per Divi- *Price 
Year (millions) (millions) Share dends Range 

1934..... : Js 6.154 3.750 3.06 1.95 31 34-1614 
1935. 9.866 6.982 5.89 4.50 1014-2814 
1936. 12.163 8.326 ais 1.00 9014-64 
1937. 12.362 8.348 3.63 2.00 5054-2254 
1938. 2.514 d0.019 d0.01 0.25 3634-1614 
1939. 9.302 5.683 2.43 1.35 32 -18%4 
1940. 13.236 6.730 2.88 1.50 257%%-12% 
1941. 26.824 7.415 3.20 2.00 1 -16 
1942 0.1 60 2834-1954 
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INDUSTRIAL RAYON CORPORATION 


10 Selected Stocks for Market Opportunity 


THE FLINTKOTE COMPANY 
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BUSINESS: Company is one of the three largest domestic producers 
of viscose rayon yarn used in weaving of fabrics, knitting of underwear 
and hosiery, and in the manufacture of many other types of products 
for civilian and military use. Normally the bulk of output is sold to the 
weaving trades, the remainder is used in the company's own knitting 
and finishing division, the completed fabrics being sold mainly to the 
underwear and cutting-up trades. Yarn is sold under the trade names 
Dultone, Spun-lo and Premier. A subsidiary is making machinery for 
rayon manufacture. The company has three plants, one of them em- 
ploying the new continuous spinning method and reputedly the lowest- 
cost unit in the entire industry. A new plant will be added shortly to 
expand facilities for the manufacture of rayon cord for tires. 


FINANCIAL POSITION: Finances are strong, featured by large cash 


holdings which amount to $8.57 million (incl. marketable securities) | 


compared with current liabilities of $4.48 million. Net working capital 
at the end of last year was $7.98 million, including inventories of $2.14 
million. The only liability ahead of common is a long-term bank debt 
in the amount of $3.4 million, maturing annually at the rate of $500,000. 
Past earnings were good and dividends liberal. The plant expansion 
recently decided upon to increase output of high-tenacity yarns by 22 
million pounds, though undertaken in accord with Government sugges- 
tions, will be financed by the company without Government help. Total 
yarn ampueny will thereby be increased from 38 to 60 million pounds 
annually, 

OUTLOOK: With military demand mounting steadily and civilian call 
for rayon difficult to satisfy, capacity operations are indicated for 
the duration with 1943 earnings at least equal to last year's. Decision 
to finance without Government aid new plant facilities for production 
of rayon cord for tires is indicative of the company's confidence in a 
sustained demand for this product; its intention is to cultivate this 
field after the war, foreseeing a wide market. The post-war outlook 
generally is viewed optimistically; despite marked expansion of rayon 
demand in recent years, further growth prospects are good with the 
company's stake in tire cord yarns likely to stabilize production of 
textile yarns once the latter is again subject to demand fluctuations 
of the normally volatile textile industry. 

MARKET ACTION: Reflecting inherent growth prospects, the stock in 
the past failed to follow the general market on downturns, displaying 
above average resistance with the result that the annual price range 
tended to narrow in recent years. At present, the stock is 87% above 
its 1942 low and only 18% below the 1937 high while our Index is 90% 
above and 35% below these points, respectively. 

COMMENT: Recent price—39//4, as against the year's high of 4434. 
Yielding currently about 6%, the common has attraction from the stand- 
point of income as well as market possibilities. 


Long-Term Record 





Net Net 
Sales Income Net per Divi- Price 
Year (millions) (millions) hare dend Range 
1934..... ‘ 7.925 1.412 2.35 1.26 3214-19% 
: 8.053 0.686 1.13 1.26 3634-2316 
10.136 1.396 2.30 2.10 41 34-2854 
4.824 262 0.35 2.00 4714-15 
6.727 0.184 0.24 0.25 302-1434 
12.264 1.348 1.78 0.75 29%4-16% 
: 14.663 2.392 3.15 2.00 9 -16% 
1941. 19.152 2.311 3.04 2.50 29 74-2034 
1942. 20.731 2.006 2.64 2.50 -21 
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BUSINESS: This company, either directly or through subsidiaries, 
manufactures and sells a wide line of asphalt and asbestos-cement 
roofing and siding products, insulation board, asphalt emulsions for 
roads, boxboards, solid and corrugated containers and boxes, rubber 
compounds and allied products. Normally between 65% and 75% of 
sales consists of roofings, shingles and related lines, whereof the bulk 
is sold for maintenance and repair purposes and generally not subject 
to war-time restrictions. The company during the past several years 
has considerably broadened its sphere of operations and expanded 
facilities in various fields. With an eye to the future, its progressive 
management has developed several new materials, some of which are 
said to take the company into entirely new fields; however, it is not 
expected that these will get into immediate commercial production. 
FINANCIAL POSITION: Finances are excellent, despite liberal divi- 
dends and considerable capital outlays for expansion purposes. Net 
working funds at the end of last year were $6.77 million, with cash 
and Government securities alone amounting to $4.63 million, almost 
equalling current liabilities of $5.85 million. Inventories, at $3.42 mil- 
lion, showed little change from the preceding year's stand. In spite of 
this liquid position, working capital last May was further strengthened 
by the sale of $3 million fifteen year 3% debentures, proceeds to be 
used for general corporate purposes. The issue constitutes the only 
funded debt. 

OUTLOOK: War-time sales and earnings expanded appreciably, re- 
flecting heavy demand for the company's products in connection with 
war building but with the latter now virtually completed, both sales 
and earnings are now receding with 1943 results estimated at about 
$1.60 per share against $2.18 last year. Rising costs and narrower 
margins due to price ceilings are contributing to this decline. Never- 
theless, fair earnings are anticipated for the remainder of the war 
period. Post-war prospects are excellent and the company's success 
in developing new products and finding new markets augurs well for 
further growth. As a low-cost producer, it can earn money under all 
but the most adverse circumstances, and is therefore in an excellent 
competitive position when the expected post-war building boom gets 
underway. 

MARKET ACTION: Reflecting the growth element, past market action 
of the common somewhat exceeded general market movements. The 
stock, only moderately off the year's high of 22!/g, is now 102% above 
its 1942 low while our Index is 90% higher. But it is still 55% below 
the 1937 high while our Index is only 35% below that peak. 
COMMENT: Recent price—205. While restrictions on private building 
will limit war-time earnings, the bright longer term outlook lends the 
common above average attraction. It should afford an excellent 
vehicle for participation in the post-war building boom. 


Long-Term Record 





Net Net 
Siles Income Net per Divi- Price 
Year (millions) (millions) Share dends Range 

1934..... 8.477 0.532 0.79 *4,00 - 44% 
1935. 11,145 1.309 1.96 *4.00 4214-1114 
1936. 13.676 1.171 1.75 1.50 45 -3044 
\. jae 15.163 1.005 1.50 1.00 464-11 % 
1938. 15.147 0.811 1.21 0.60 31144-10% 
ING c oRr oak ane 17.164 1.432 2.11 1.00 3114-15 
, ES ee 19,897 1.436 2.10 1,00 2154-10 % 
SS ee 27.151 1.737 2.35 1,00 161%- 8% 
ae 3 727 2.18 0.90 16%- 9% 


3.006 1. 
*Includes $2.49 in 1934 and $3 in 1935 representing reduction of capital 














Low-Price Stocks 


There is a two-way market in 
low-price stocks, in which respect 
they are performing in line with 
the general market. Although 
our index of low-price equities 
shows more strength than in some 
weeks, the movement is notably 
discriminating. Following is a 
partial list of issues that hold 
either close to their 1943 highs or, 
at any rate, much closer to the 
highs than the year’s lows: Allied 
Stores, Armour of Illinois, Arnold 
Constable, Artloom, Associated 
Dry Goods, Butler Bros., Celotex, 
Flintkote, General Baking, Mar- 
shall Field, International Tele- 
phone, Warner Brothers, Wilson. 
Compare this with the following 
partial list of laggards: Aviation 
Corporation, Baltimore & Ohio, 
Beech Aircraft, Boeing, Bush Ter- 
minal, Calumet & Hecla, Electric 
Boat, Inspiration Copper, Gen- 
eral Cable, Chicago Great West- 
ern, New York Shipbuilding. It is 
the same old story, ‘Peace stocks”’ 
versus ‘‘war stocks.”’ 


Strong Credit Rails 


It was not so many months ago 
when reorganization rails, such as 
Erie, or “border-line” rails, such 
as Southern Pacific were the star 
performers in the rail section of 
the market. But times, and mar- 
kets, change. It may be that rails 
in general have a better post-war 
outlook than the skeptics are al 


lowing for, but “early peace’’ sen- 
timent certainly has put a damper 
on demand for the more specula- 
tive carriers. The strong credit 
rails, such as Atchison, Chesa- 
peake & Ohio and Union Pacific, 
have held up well in reactionary 
markets sinee July, as they should. 
At this writing C. & O. is the best 
acting rail on the Big Board, only 
2 points, or 4 per cent, below 
its bull market high. This road 
may not always pay a dividend as 


large as at present, but if we can 
judge by the past record and the 
present strong position as regards 
debt, it will take a big depression, 
indeed, to induce it to pay less than 
$2.50. Union Pacific is only 4 
points under the year’s high of 
102% and a bit closer to its re. 
covery high on a percentage basis 


than is Chesapeake & Ohio. 
So What? 


One market analyst recently 
sharpened a pencil and figured out 
that at prevailing prices the mar- 
ket puts a total valuation of 
$214,000,000 on the shares of 
Radio Corporation, compared 
with only about $205,000,000 for 
stocks of six of the leading air- 
craft companies on a combined 
basis. The six aircrafts are Con- 
solidated Vultee, Curtiss-Wright, 
Douglas, Lockheed, Martin and 
North American. Moreover, if you 
add United Aircraft, Boeing, Bell 
and Beech Aircraft, the total 
market valuation for the ten com- 
panies is only $340,000,000 or 
less than 60 per cent in excess of 
the market valuation of Radio 
Corporation alone. The aircrafts 





Through sensitive touch, this blind employee of the safety division of 
Caterpilier Tractor sorts clear and colored lenses with unerring accuracy. 


THE MAGAZINE OF WALL STREET 
























































may 
this. 
it on 
be t 
reco 
has | 
is OV 
their 
193! 
mucl 
the « 
sami 
193% 
case: 
tions 


Aut 
O 


auto 
cons 
perf 
thes 
the 

the | 
in hi 
logi 
ors | 
imp. 
On 1 
to 

com 
with 
fact 
on 
sori 
harc 


Bull 
Si 


close 
high 
ing 
an ol 
the : 
The 
bull 
high 
soon 
mov 
selec 
mer¢ 
colu 
stoc 
ent | 
they 
denc 
year 
hit « 
peac 


193’ 


oc) 

















may or may not be over-sold, but 
this kind of figuring doesn’t prove 


we can 


nd the Variations in Current Earnings Reports 














egards fit one way or the other. Could it a Eamed Per Share Recent Range 
‘ession, ffje that Radio—whose dividend Chesapeake & Ohio.............. 8 mos. Aug. 31 $2.68 $2.08 48 50 —33% 
ss than record on the common for years McKesson Rebbin. re. Yeu Joe, 30 a 25 298 23" 25th 
, ah | (le . Aus. 1. - 
only 4 has been nothing to shout about Geapee& Arsodook.........c.. |G men Aug 3 354 242 11 12%4— 5% 
igh of fis over-valued? It is true that at Solent Co... Bee ose en amea 6 mos. Jone 0 421 76 a s074—18%6 
its re- their highs of the pre-war period ia...) Sere ies 482 30° 395,249 
; g FP P Motor Wheel................. -. Year June 30 2.27 217 16% 18%—11% 
e basis 1936-1939, the aircrafts were Sears, Roebuck... ....-.... 24 .wks. July 16 245 2.16 89 0 —59% 
. Standard Products................ Year, June 30 ae 1.26 Ye 1134— 64 
. much higher than now. But, on Texas & Pacific Rwy. .<.0. 0.0... 8 mes, Aug. 31 8359219315 284-1733 
the other hand, at the lows of the Achigon Ry, ota ssc Fm oly 31 10:95 1088 61% 61744 
: : : ft. BRIAN... <3. os asns se 1. : i% (— 23% 
same pre-war period—specifically Cantal Wysit ee Eines Joe a 130 M13 19551515 
u rane 4 im, Mee ccueiwens 4 A , — 
ps>—the prices were in most Reading Co... Sepa Serer g mos. June 30 <3 ea 17's 2255-1484 
, = Hantic Coast Line............... mos. July 13. . — § 
ore. cases we under present quota Colorado Fuel & Iron Bir ndey seas Year June 30 2.40 4.58 16°4 1934—1414 
‘ed out ftions. SaaS lllleESESESESE — —————SSSHSOU’lOEE 
e mar- ‘arr 
: ‘ recently sold a fraction above 100... ers warn, remains to be seen. But 
on of fAuto Accessories fA . 
oi. a Its top in 1936-1937 was 112. On meanwhile the meat packers are 
> other hand, some of the more ing big business. We think it 
apared Bg On the July-August reaction the gether Aap stocks—exam a le eee Bs retty rood 
00 for fautomobile accessory group was a  SPeculariy! . "te — la or 
- . ; : ples, Allied Stores, Associated for some time to come, as more 
ig alt Fonsiderably worse than average Dry Goods, Reliable Stores—do _ fully discussed in a separate article 
nbineq Berformer and thus far most of n vi look prions ov er-priced in eh ses In this Pte ay mar 
: \ etaptestonlin euercnviogs iaaities halen tania. 
e Con- [these stocks appear sluggish on a Ny -_ — . i 
lead et . : . on a current earnings basis. Of ket, the meat packing stocks re- 
Tiguieee telymg ede. Agninst: this, course, where capitalization lever- main in a bull trend. As a low 
in ante fire manufacturing stocks arc ee "cnakal -which would eae wet nl te we 
ityaeee ign favor. Perhaps the most se k _ the di nee e of earn isis Jet lati nd rot 7 nal 
g, Bell flogical explanation is that invest- ‘ re yal a f esa — we pn Wile — 
total Jors prefer companies without any! . vs hae ™ vei mi "elegans eg rs a ae 
n com- fimportant reconversion problem. Ns se ei ow teen’ Pics Se See 
00 or JOn the other hand, when it comes on aa vig pints Ft ns oe a ‘ti 
sess of Jto reconversion, the accessory ‘° sine’ pee ee BP nd But What About Russia? 
a + a ¢ ao a 
Radio Jcompanies are in the same boat *70N8 Me merchandising issues Back in the good old days when 
fea Neith th h and we emphasize that it is very @) 
rcrafts Jwith the autos, yet the auto manu- . . . ‘geal Washington was about the farth- 
f . tec speculative indeed—is Spiegel. le 
acturing group held much better . est distance from Wall Street that 
th ; h h Unlike the others it has been a 
on the reaction than the acces-  « Itv”” thoughts of market analysts ever 
Rates Ww that shocid he war casualty” and recovery of 
. y snou € 1s . aed al 3 | strayed, whoever dreamed that 
ae pe earnings is ahead of it (at least agg Id h k 
we believe so). Unlike Sears and i ‘ apa k vical he ene d 
, : Penney, it is priced—even at re- ‘ters OF Drokerage houses wou 
Bull Market in Retail Stocks tale nit 3 hin @ seriously discuss Russia’s political 
covery high of just above 8—at a lat; Sh aden World 
Ot RENT ee relatively small fraction of its ‘@tions with the imine 2 
e rages have not ye 1936-1937 high, which was 2834. as - important stock market fac- 
closely approached their July tor? But market letter writers 
highs, the market for the time be- init Riis these days necessarily are obliged 
ing is in what analysts like to call to take war developments and con- 
an “indeterminate” position—but Currently the receipts of cattle _ tingencies into their reckoning and 
the merchandising shares are not. at western slaughtering centers guessing. What Russia will do 
They proclaim their own private are at the highest rate in 15 years. militarily is a very big factor in 
bull market with persistent new The editors of this publication can the war; and what Russia will do 
highs. One of these days—maybe _ point back, with some little pride, | with reference to peace policy for 
sooner than some think—this to a feature article published last [Europe is an imponderable weigh- 
movement ought to become more July in which it was forecast that ing heavily in the minds of many 
selective. There are all sorts of | the log-jam in meat animals— _ people. We don’t wonder. There 
merchandising stocks. To this then being held back onthe ranges _ is a big question mark in our own 
column, the highest-grade retail and farms—would surely be bro- mind—but when people, in any 
stocks look pretty “sweet’’ at pres- ken by early autumn. Now all at — discussion of the war and the mar- 
ent prices, when one figures what once it will be noticed that.the ket, get around (as they inevita- 
they may earn and pay in divi- newspapers no longer run daily — bly do) to “What about Russia ?”’, 
dends over the next couple of — stories about the great meat fam- this column must bag off. It has 
years. Sears, Roebuck recently ine in the butcher shops. Whether — troubles enough without sticking 
hit 90. The highest it got in the _ the relief is permament, or the sit- out its neck on any “experting”’ 
- peace-time bull market of 1936- uation will again get tighter next concerning Russia. 
y. 1937 was ror!s. J. C. Penney © spring as price-hungry cattle rais- Continued on page 78) 
REETIOCTOBER 2, 1943 689 


















ecurities 


Childs Company 


The Childs restaurants are an institution familiar 
to millions. As places to eat, they have come a long 
way from the old white-tile affairs—something like 
a super-bathroom in appearance—but though im- 
proved greatly as restaurants the Childs Company 
for some years just has not had the knack of making 
money for its owners. Maturing bond debt pro- 
duced a crisis this year and, after unsuccessful eftorts 
to work out relief arrangement without receivership, 
the company in late August filed a petition for reor- 
ganization. 

Several holders of Childs securities have asked 
guidance—now that the 5% debentures of 1943 are 
selling at around 54 against year’s high of 97, and 
the 5’s of 1957 are at 52 against year’s high of 68. 
Both issues are listed on the New York Stock Ex- 
change, as is also the common, now around 1 34, com- 
pared with year’s high of 334. The $7 cumulative 
preferred, on which there are very large arrears, is 
listed on the Curb Exchange and sells currently at 
17, against year’s high a fraction above 26. 

In the early phases of a receivership, as a general 
rule it is too late for existing security holders to bet- 
ter their lot by liquidation—the worst news being 
“‘out’”’—but too early for new buyers to step in. Until 
reorganization plans take shape, future security 
values cannot even be guessed at. No doubt eventual 
reorganization will adjust debt and preferred capi- 
talization, and may bring in better management. 

Conclusion: As they are already ‘‘stuck,”’ holders 
of the bonds and preferred might as well sit out the 
reorganization. The common, of very dubious value, 
could be held as a sheer gamble or sold as a partial 
income tax offset. 


Motor Products 


One of our readers says he bought Motor Prod- 
ucts in 1939 at 17, has waited all this time for a 
chance to get out even, but now that he has this 
chance he can’t make up his mind whether to quit or 
hold for possible eventual profit. “I hoped to make 
money—and not for the ‘long pull’ either; but be- 
came an ‘involuntary investor.’ It is easy enough for 
financial advisers to say, as some do, that if you 
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wouldn’t buy a stock as you feel about it today, you 
ought to sell it. After my unhappy and lengthy ex. 
perience with Motor Products, I wouldn’t buy it 
today yet I’d feel mighty bad if I sold it, only to see 
it go considerably higher. What would you do?” 

Well, the hung-up investor’s lot is not a happy one 
but as long as a paper loss is shown, the average in- 
vestor just waits in resignation and, therefore, tran- 
quility. What agitates this man is that, now that 
the stock is back to what he paid for it, he feels under 
pressure to make a decision. To make a decision is 
a much harder mental effort than just to sit and wait 
for a price to come back. Always it involves a haz- 
ard of being wrong in judgment or timing, and to be 
wrong is something that most people fear—not only 
because of the money involved, but because it is so 
bad for one’s ego. 

However, this reader’s mistake was merely one of 
timing—a mistake that we all make at one time or 
another—not a mistake in judgment of value. Al- 
though not a “leader,” Motor Products is a sound, 
well-managed enterprise. The stock is at least of 
fair speculative quality. It is paying dividends of $1 
a year and earning nearly $2. It is not a “war baby” 
—in fact it earned much more per share in 1936- 
1937 than it is doing now on war work. It is among 
the “peace stocks” that are currently showing better 
than average technical action in the market. 

Conclusion: We suspect this investor’s temptation 
to grab a long-awaited chance to “get out even’’ is 
tending to warp his judgment. In his position, we 
suggest that he hold on and ignore short-run fluctu- 
ations. In time, the stock probably will pay out ona 
considerably better than break-even basis. 


American Woolen 


A holder of American Woolen $7 cumulative pre- 
ferred asks why it does not sell much higher than 75 
in view of good earnings, high yield and net quick 
assets of nearly $130 a share. It looks to him like 
such a “sure thing”’ that. he says he is “‘wondering” 
whether he should not buy more. His present com- 
mitment, 100 shares, was bought at 69. 

In the problem here presented there are two ele- 
mentary lessons that many investors should take to 
heart. To begin with, it should be obvious that this 
stock is a speculation, rather than a conservative in- 
vestment; and that no (Continued on page 703) 
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Greater recognition begins to appear in Washington of the 
importance of the profit motive in obtaining maximum war production. 
This is borne out by the current trend in discussions of the forth- 
coming tax legislation. It also crops out in new provisions of certain 
war contracts, in talk surrounding contract cancellation and renegotia- 
tion. The Navy Department, for one, is increasingly resorting to 
so-called incentive contracts providing for the splitting of any profits 
arising from increased efficiency. 

Industrial quarters consider cost. reduction a primary factor in 
conditioning post-war business and therefore have placed it at the top 
of their list of major purposes of their industrial research. The con- 
sensus appears to be that selling more goods at lower prices is the road 
to profits, maximum employment and maximum benefit to the consumer, at 
the same time permitting widest possible diffusion of purchasing power 
and thereby maximum prolongation of the post-war boom. 

Recent acquisition of Pitcairn autogiro patents by Firestone is 
































believed to be another indication of outsider's intention to horn into 


the aviation field. Firestone already has an aircraft subsidiary which 
it is thought may be planning to produce rotary wing aircraft after 
the war. 

Military consumption of gasoline is now running at a daily rate 
of 600,000 barrels, Secretary Ickes revealed, for ‘the first time, in an 
effort to explain the gas shortage. Petroleum experts calculate this 
will leave for domestic use no more than an average of 1.1 million 
barrels, against a daily average consumption in 1941 of 1.8 million 
barrels. The figures are self-explanatory. 

A post-war market for the aircraft industry of less than 
$1 billion annually is foreseen in a recent Government study. This 
severely blasts industry hopes for a post-war volume of some 10% of 
war-time business which next year is expected to reach $30 billion. 
However, all estimates are of necessity highly tentative. 

Unobtrusively, the Department of Commerce is taking a new lease 
on life and gradually returning toward the position it held a decade 
ago as servant and champion of business and industry. Secretary Jesse 
Jones hasn't said much about it but he thinks that the Secretary of Com- 
merce ought to represent the views of business in the President's 
cabinet, and that his department ought to be staffed to obtain and sift 
these views. 

Change is most evident in the Bureau. of Foreign and Domestic 
Commerce where @ quiet shake-up and reorganization has been in progress. 
If the revivification of the Bureau means that Secretary Jones is pre- 
paring for post-war return to private international trade, the step is 
highly significant and well worth watching closely. 

General Motor's post-war manufacturing activity in the aircraft 
field may be concentrated in the Fisher Body division. This, it is 
believed, is the inference to be drawn from the recent establishment of 
an aircraft development section in the Fisher organization. Development 










































































and eventual manufacture of a General Motors fighter plane is also 











talked in interested quarters. If so, it should mark a new milestone in 
the automotive entry onto the aircraft scene. 

Purchase of outstanding shares of the General Motors Truck and 
Coach Manufacturing Co. by General Motors, already a majority stock- 
holder, calls attention to the ever-growing drift of emphasis towards 
heavier trucks. The logical reason why General Motors would seek to 
complete its holdings in GMC would be the probability of increased 
profits. 

The job of rehabilitation of Europe and the rest of the world 
after the war will obviously require heavy prime movers of great 
variety. General Motors’ action, it is believed, points in that 
direction. 

High-speed photography sities another step as an industrial 
tool in a new movie camera which can expose film at the rate of 
8,000 frames a second. The exposure period of 33 millionths of a second 
captures the split-second action of mechanical parts moving at lightning 
speed, for slow motion projection and study purposes. Speed of film 
travel reaches the fantastic velocity of 70 miles per hour. 

Used for certain secret war projects, the camera is unsurpassed 
in detecting flaws in the operation of high-speed machinery, analysing 
short circuits and checking on telephone equipment. 

In more than one way, WPB is attempting to head off, and thereby 
ameliorate, the dislocating effects of sudden post-war dumping of 
surplus materials and equipment. Besides curbing extravagant purchasing 
by war contractors, it has sent word down the line that idleness of 
equipment and materials is almost as reprehensible as their destruction. 

Purpose behind this philosophy is 'to release to private industry 
large stores of unused materials and supplies; to this end, a detailed 
and practical scheme for their immediate sale has been worked out. 
Actually, expected benefits are twofoid -- most efficient war-time use 
of excess inventories and, if not needed for war purposes, their imme- 
diate channeling into civilian production. 

Fears that women in war industries will be reluctant to re- 
linguish their jobs with the advent of peace are allayed somewhat by 
the results of a recent survey. Of 50,000 women polled, 48% indicated 
their intention to return to their homes. Only 37% wished to stay on 
while 11% intend to return to other jobs they held prior to the war. 

Of those polled, 21% had been doing factory work before the war, 
352% had been housewives, 27% office or store workers and 12% had been 
doing domestic work. 81% of the housewives voted to return to their 
homes. 







































































Small merchants, it appears, are in line for better treatment in 
the matter of distribution of merchandise. Long a sore spot, small 
businessmen have been complaining bitterly about suppliers tendency to 
neglect them in favor of bigger customers. 

Office of Civilian Requirements is now attempting to straighten 
out the situation, may possibly resort to drastic measures to assure 
more equitable distribution of merchandise. 

Manpower budgeting, first to be launched on the West Coast, is 
the first practical application of the recommendations made _ in the 
Baruch report on manpower problem. Being the last step short of com- 
pulsory Universal Service, its working will be of the profoundest im- 
portance to the rest of the country. For that reason everything will be 
done to give it a fair trial. 
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SOCONY-VACUUM — OHIO OIL — YOUNGSTOWN SHEET & TUBE 
U. S. PLYWOOD — INGERSOLL-RAND — BARBER ASPHALT 


By THE MAGAZINE OF 


Socony-Vacuum 


In common with other oil shares, Socony has been 
doing well in recent markets reflecting in part the tra- 
ditional esteem of investors for the oil group in gen- 
eral but, more important perhaps, also prospects of 
shifts in the oil supply situation which eventually 
might greatly benefit the company. When last dis- 
cussed early in May, the stock sold around 1234, has 
since reached the year’s high of 15 14 and is currently 
selling around 14, indicating excellent resistance and 
relatively little pressure. Operations during the first 
half year, according to official estimates, netted 
about $15 million compared with $15.5 million last 
year. Domestic sales for the first six months were 
about 5% above last year’s, this despite the fact 
that sales of automotive gasoline, the company’s 
principal product, were down about 12% throughout 
the country and declined over 30% in the Eastern 
market. Since the Northeastern States represent the 
area where Socony does its largest volume of busi- 
ness, this reduction had a considerable effect on total 
earnings. However, mounting military deliveries ap- 
parently more than offset this severe shrinkage of 
civilian outlets. 

With talk currently centering on the need of in- 
creased oil imports to supplement and conserve 
dwindling domestic resources, Socony’s important 
stake in Venezuelan oil production is receiving con- 
siderable attention. It has been estimated that im- 
ports of up to 400,000 barrels of crude oil daily are 
highly desirable under present conditions, for afore- 
mentioned reasons. The Venezuelan and Colombian 
helds alone could meet this demand; production 
there, after dwindling almost to insignificance dur- 
ing the height of the submarine menace, is now re- 
covering with amazing rapidity and all-time output 
records are in the offing. It stands to reason that 
Socony, by virtue of its participation in Colombian 
and Venezuelan production, will become an impor- 
tant beneficiary of this revival of Latin-American 
oil exports. 

_ Apart from this, the domestic earnings outlook 
is constantly improving despite the restrictive effect 
of civilian gasoline rationing. Military demand for 
petroleum products is still mounting, and while profit 
margins on this type of business are relatively nar- 
row, expanding volume is an offsetting element. Con- 
sidering the favorable over-all prospects, the stock 
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looks good for sizable percentage gains over the 
longer term; reaction risk at present appears small. 


Ohio Oil 


Renewed pressure for higher crude oil prices of 
late has boosted interest in this stock, leading to con- 
siderable market activity in recent weeks. While a 
relatively small factor in the oil industry, Ohio Oil 
possesses large crude oil reserves and any upward 
revision of crude prices would automatically en- 
hance the company’s position. The subject of higher 
crude prices, so far discouraged by the OPA though 
recommended by Oil Administrator Ickes, broke out 
anew in Congress through introduction of a bill 
which would prohibit fixing a ceiling at less than $2 
a barrel. This would mean an increase of 83c over 
the present average price. In terms of gasoline 
prices, the proposal would mean an increase of 3¢ a 
gallon. While passage of this bill appears far from 
assured, it nevertheless highlights anew the need for 
higher crude prices which many believe will eventual- 
ly have to be granted. 

Crude producers would primarily benefit, among 
them Ohio Oil. The stock currently sells around 
1914, compared with the year’s high of 211%, and 
displayed marked strength in recent markets. Earn- 
ings this year are estimated to run around $2 per 
share, a new high as crude oil demand keeps mount- 
ing; last year, net of $1.74 was realized. With all 
preferred stock now retired, this year’s dividend may 
exceed last year’s disbursement of soc. As principal 
revenues are derived from crude sales, gasoline ra- 
tioning is a secondary factor and more than offset by 
sustained and heavy demand for crude oil. With the 
reaction risk currently almost negligible (the stock 
of late has been rising), this equity appears to have 
above average attraction for price appreciation and 
higher dividends. 


Youngstown Sheet & Tube Co. 


While steel companies, by virtue of their role in 
war production, have come to be regarded with a 
good deal of discretion, from the investor stand- 
point, Youngstown has done not at all badly in recent 
markets. It currently sells at 371%, off about 10% 
from the year’s high of 4114, and of late has met 
fairly good market sup- (Please turn to page 704) 
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The Personal Service Department of THE Macazine oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability of 
your broker. This service in conjunction with your subscription should represent 
thousands of dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Ex-Cell-O Corporation 


I have recently purchased 100 shares 
of Ex-Cell-O Corporation at 29. Since 
then the stock has not been acting well 
marketwise and I would appreciate any 
information you could give me as to cur- 
rent earnings, renegotiations of contracts 
and the future prospects of this company. 


—P.N.N., Buffalo, N. Y. 


Ex-Cell-O Corporation earned 
$7.62 in 1942 as compared with 
$6.22 in 1941. In the pre-war 
years of 1936 to 1939, inclusive, 
the lowest this company earned 
was $1.08 and the highest was 
$2.21. You will, therefore, see 
that based on the pre-war earn- 
ings this stock does not appear on 
the bargain counter at $26.00 
per share as it is selling for over 
twelve times the highest per share 
earnings recorded in that period 
and over twenty-five times the 
lowest recorded. It paid $2.60 in 
1942 and has paid dividends con- 
tinuously for seven years. The 
price range this year has been: 
low 24; high 29%; last 26. The 
current price reflects the decline in 
earnings shown for first six 
months of fiscal year ending May 
31, 1943, amounting to $2.65 per 
share as compared with $5.16 for 
the same period of 1942. How- 
ever, the earnings in the first half 
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year were after a $12,512,036 
provision for Federal income and 
excess profits taxes and a possible 
price adjustment due to renegotia- 
tion of contracts. 

The latest available balance 
sheet as of November 30, 1942, 
showed total current assets of 
$22,113,870 as compared with 
total current liabilities of $17,- 
335,497. Net current assets 
amounted to $4,778,373 as com- 
pared with $2,613,020 in the pre- 
cediny year. Cash amounted to 
$6,971,820; current liabilities 
which on November 30, 1941 
amounted to only $8,363,147, a 
year later amounted to $17,335,- 
497. This is due to the fact that 
current liabilities on November 
30, 1942 included a provision for 
renegotiation refund in the 
amount of $2,130,000 and Fed- 
eral tax reserve of $6,001,755 
and an increase in customers’ de- 
posits from $685,137 to $5,657,- 
629. Notes payable to banks, 
not current, amounted to $3,235,- 
374 as compared with $2,300,- 
000 a year previous. 

Although dividends should con- 
tinue at the 65 cents quarterly 
rate, affording a yield of about 10 
per'cent, this stock does not seem 
to be in any better than an aver- 
age position because of the uncer- 


tain outlook after the cessation of 
hostilities. Shipments are expect- 
ed to continue well above year 
earlier levels for some time to 
come. A reduction in machine tool 
output is indicated, but expanding 
production of direct war items, 
such as precision aircraft parts, 
will more than offset this. 


Borg-Warner vs. Cutler Hammer 


How does Cutler Hammer compare 
with Borg Warner?—W. P. R., White- 


water, Wisc. 


As regards your question as to 
how Cutler Hammer compares 
with Borg Warner, we rate both 
of these stocks as above average. 
However, at current market 
prices we would give preference 
to Borg Warner. The latter has 
no funded debt or preferred 
stock, its capitalization consisting 
only of approximately 2,336,000 
shares of common stock. Accord- 
ing to latest available balance 
sheet, net current assets amounted 
to $34,300,000 and the ratio of 
current assets to current liabili- 
ties was 1.6 to 1. Cutler Hammer 
has a funded debt of $1,400,000, 
no preferred stock and 659,000 
shares of common stock outstand- 
ing. Its net current assets amount- 
ed to $4,900,000 and the ratio of 
current assets to current liabili- 
ties was 1.4 to 1. At current mar- 
ket prices, the yield on Cutler 
Hammer is 5.6% and 5.8% on 
Borg Warner. The latter has 
paid dividends continuously for 
the last 15 years whereas Cutler 
Hammer has paid continuously 
for the last 4 years. 

As regards earnings, Cutler 
Hammer earned $2.29 in 1942 as 
compared with $2.27 in 1941. In 
the pre-war years of 1936 to 
1939, inclusive, the highest this 

(Please turn to page 707) 
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BUSINESS CREDIT CONCLUSIONS 
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ees ee 1944 hog support price to help bring 
JFMAMJJASOND livestock population into balance with 
s to ‘7 2 19 4 3 age - 
suai prospective feed supplies. 
oth 
age. 8 
rket 
nce 
has 
red 
ing During the past f ths business ac 
uring ast few months - 
oe tivity has fluctuated narrowly around a line BUSINESS ACTIVITY 
close to its all-time high, with further expansion ‘ee M.W.S. INDEX 
nce | rendered increasingly difficult by the acute 
ted shortage of manpower. Reopening of schools 
of after the summer vacation has brought a drop 
ili- J of 200,000 in unemployment; yet total civilian 
ner employment in August was somewhat lower 
0, than a year earlier for the first time since Pearl 
00 Harbor, and 400,000 under the July peak of 
id- 54.3 million. 
ze * * * 
“al Under present plans to induct 1.2 million 
if additional men into the Army before January, 
wd and with women becoming increasingly re- 
Lr- luctant to seek defense work, the manpower 
ler problem will have to be tackled more real- 
on istically if war production is to be maintained 
as at a level demanded by the Services without 
or further cuts in the civilian supply of goods and 
er services. 
ly * * * 
A long overdue first step toward relieving 
ie local labor shortages had just been taken 
by WPB Chairman Nelson in ruling that war 
x contracts henceforth cannot be placed in the 
‘s present 59 "areas of acute labor shortage” if 
tO they can be filled elsewhere in time to meet 
Is military schedules and that, when demand for 
) a specific item diminishes, orders are to be 
(Please turn to following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Meath Ago Harber 
‘ 
PEDERAL WAR SPENDING (#) $b] = Sept. 151.67, 1.80 1.34 0.43 ans 
Cumulative from Mid-1940 Sept. 15 128.1 126.2 475 14.3 (Continued from page 695) Sl 
cancelled in labor shortage areas first. inpust 
FPDERAL GROSS DEBT—$b Sept. 15 148.6 1444 82.4 55.2 eelahs emer 
Coexistent with the manpower shortage are|M °"” 
shameful instances of man-hour wastage in STEEL 
et ther mee , overstaffed Government bureaus, “feather. | I (st) er 
leman eposits—I0! Cities ........ Sept. 15 32.8 36.3 28.1 24.3 beddina" ; naan 
Currency in Circulation —... ............ Sept. 15 18.8 18.7 13.4 10.7 ng _ hed ene mun payrell padding se 
in munitions plants operating under fixed fee | 
contracts. Altogether, there must be at least two | ELEC. 
BANK DEBITS—13-Week Avge. million of such supernumeraries who might be | (K. 
New York City—$b.... ww... Sept. 15 4.79 4.55 3.64 3.92 | drawn into useful work were it not for political | | ENGIN 
Other Citi b : EN 
100 Other Cities—$b...__......... Sept. 15 7.07 6.81 5.74 5.57 | obstructionism. Yet after all is said and done, | AW! 
the shortage of civilian manpower must continue | Cum 
INCOME PAYMENTS—Sb (cd) July 11.80 12.16 8.67 g.1} | for the duration for the simple reason that, in | PETRO 
Salaries & Wages (cd)... July 8.41 8.40 6.69 5.56 order to shorten the war, our Armed Forces will | Crud 
Interest & Dividends (cd)-............... July 0.86 1.36 0.85 0.55 | insist upon expanding to the limit of civilian | Gaso 
Farm Marketing Income (ag) ....... July 1.55 1.38 1:22 1.21 | endurance. Fuel 
Includ'g Govt. Payments (ag) -—... July 1.58 1.41 1.25 1.28 a Heat 
Labor wastage, though intolerable in war | {|-—— 
CIVILIAN EMPLOYMENT (cb) m Aug. 53.9 54.3 54.0 50.2 time, is a cancerous growth nurtured by so-called | we 
Agricultural Employment ...............- Aug. 12.0 12.1 7 9.0 “technological unemployment" during the | Coal 
Employees, Manufacturing ......... Aug. 16.2 16.1 15.0 13.6 early thirties. The disease will become more | Man 
Employees, Government ............. Aug. 5.9 5.9 5.3 4.5 malignant after the war unless men and women | Mds 
UNEMPLOYMENT (cb) m Aug. 1.0 1.2 2.2 3.9 can learn how to solve the emotional and spiri- | Ore 
tual problems posed by leisure. The Department E 
FACTORY EMPLOYMENT (ib4) Aug. 170 170 157 141 of Commerce, releasing a recent study on labor — 
I IN si ie iersncs Aug. 230 229 193 168 efficiency, points out that factory output per Rtn 
Non-Durable Goods ...................... Aug. 122 122 124 120 man-hour is now virtually twice as great as Pap 
FACTORY PAYROLLS (Ib4) July 315 317 243 189 twenty years ago, and then comments “Should Cig 
‘ “ No. 
this trend continue at the annual rate of 3%, Do 
FACTORY HOURS & WAGES (ib) then the man-hour requirements in 1950, for ex- 
WV GeKi NAONNS ne pon 45.2 45.3 42.9 40.3 ample, will be almost 20% below the man-hours D ’ 
Hourly Wage (cents) ............ June 95.9 95.4 84.5 78.1 needed in 1943 to produce the same quantity sl 
Weekly Wage ($) June 43.35 43.22 —-30.25-—32.79 | of goods.” ‘pte 
oie ae tion | 
PRICES—Wholesale (ib2) Sept. Il 102.8 102.8 99.2 92.2 Merchandise shortages were largely responsi- end ¢ 
Retail (cdib) 0. July 133.9 134.7 125.7 116.1 ble for August's rise of only 1% over last year 
in chain store sales; though department 
COST OF LIVING (1b3) ini. ‘aes _ Wein ties stores made a somewhat better showing with No. « 
their 6% increase. Issue: 
sansa Aug 137.2 139.0 126.1 143.1 oe es 273 | 
gy AT SR Aug. 128.9 128.6 125.2 113.8 c eo 
IO i i en cache te Aug. es peek 108.0 107.8 Commerce Department predicts that individual 3 
savings will reach $35 billion this year, compared 9A 
RETAIL TRADE with $10 billion in 1941 and an average of $5 5A 
ee billion in 1930-40. U. S. Chamber of Commerce 5 / 
Retail Store Sales (cd) $b ......... July 4.95 5.19 4.43 4.57 | fide that 64% of th Hon's famili 12 A 
Durable Goods 2000.2... July 0.77 0.83 0.81 oye we at 64%, of the nation’s families are sav- 13 
Non-Durable Goods ................... July 4.18 4.36 3.62 3.47 | ing and thinks that Americans will spend $20 3 
Chain Store Sales (ca) _................ Aug. 184 181 182 151 | billion for consumer durable goods in the first six 3 
— a ae ae pactnceooes Aug. 138 142 130 116 | months after the war if industry can meet the 2 | 
si ee we ae July 110 98 142 95 | demand. Whatever the precise figures may prove 5 
MANUFACTURERS’ to be it is at least self-evident that these huge 13 ¢ 
New Orders (cd2)—Total ree 271 306 256 212 war-bred savings will serve industry as a self- 5 | 
ON | eee July 426 484 399 265 | starter after hostilities cease. .' 
Non-Durable Goods ....___. July 172 192 163 «178 /* * 2 
Shipments (cd3)—Total . 
P July 248 254 207 183 pane cas : 
Durable Goods .............. July 347 343 264 220 Beginning with the current issue, we are add- 5 
Non-Durable Goods _........_._... July 170 185 163 155 | ing to the statistical tables of The Business 2 
Analyst the Commerce Department's long needed 6 
BUSINESS INVENTORIES—$b data on business inventories. Figures for the : 
End of Month (cd)—Total soseeeeeeeeese July 27.1 27.0 29.2 26.7 pre-war month, August, 1939, are: total, $18.2 
Manufacturers) oo. eeceeeone July 17.4 iis 17.3 15.2 ittion: MMamubnckerens’, $90 bilien: Wholesalers’ 3 
Wholesalers’ daly 38 3.9 45 46 illion; Manufacturers’, $9.8 billion; olesalers’, ‘ 
7 i i a ae, July 5.9 5.8 7.4 69 $3.4 billion; and Retailers’, $5.0 billion. It will _ 
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PRODUCTION AND TRANSPORTATION 
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Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor 
| BUSINESS a Sept. I! 130.8 131.2 120.4 118.2 be noted that the major portion of the 75% rise 
oe. Spree Sept. II 157.8 158.1 143.2 139.5 in inventories was at manufacturing plants and 
took pl between August, 1939, and Pearl 
INDUSTRIAL PRODUCTION (rb3) July 205 202 178 ee nag aap jo eels enndl tee 
Durable Goods, Mfr. 0.000000... July 304 302 249 215 din: daphne ete 
Non-Durable Goods, Mfr. .. July 147 147 138 14] about parallels the rise in the Federal Reserve 
Board's index of industrial production. 
STEEL INGOT PRODUCTION * 
(st)m Aug 7.56 7.38 7.23 6.96 ee pase , 
Cumulative from Jan. | 0... Aug. 58.80 51.24 56.91 75.69 Also added to the statistical tables are the 
Newsprint Service Bureau's figures on North 
ELEC. POWER OUTPUT American newsprint production and the News- 
(K. W. H.)m Sept. I! 4,229 4,351 3,583 3,369 print Association of Canada's estimates of North 
ENGINEERING CONSTRUCTION American Stocks of Newsprint at Mills, at Pub- 
AWARDS (en) $m Sept. 16 43 37 206 93.5 lishers and in Transit. Figures for the pre-war 
Cumulative from Jan. | Sept. 16 2,366 2,322 T2ae 5,692 month, August, 1939, are: Production, 348,000 
PETROLEUM—bbI short tons; and Stocks, 703,000 short tons. It 
—bbis. m . i i + t 
Crude Output Daily Sept. |! ee Se eG Pian onnarotae _ y : 
Gasoline Stocks Sept. 11 71.93 71.40 —-80.22.-—«-87.84 | about the pre-war level; while stocks are o 
Fuet Ol Stocks: Sept. II 67.01 67.68 79.02 94.13 only 7%. The present necessity to reduce con- 
Heating Oil Stocks .. Sept. I 39.40 38.67 44.22 54.85 | sumption is thus due solely to increased demand 
and the cutting off of pulp and paper imports 
CARLOADINGS—+ Sept. 11 835 901 815 833 Seam alixaad 
EO ee eee Sept. II 47 54 45 43 ; 
Coan ess Elec b le Ad fe) 0g ha Sept. II 170 177 153 150 aR «a 
Manufacturing & Miscellaneous ...... Sept. 11 367 399 379 379 t 
MotediG ele te ee Sept. II 93 102 79 156 Treasury Counsel Paul says that corporate 
rer ARC ti arate) ns aid Sept. !1 83 89 83 36 | net after taxes for 1941-2-3 will have totaled 
$24.2 billion, with $12.6 billion paid out in 
i owen Coal P dividends. Under-Secretary of War Patterson 
ituminous Coal Prod. (st)m ........ Sept. Ii 11.55 12.01 10.68 10.80 . : igh te tax 
Lumber Production (bd. ft.)m ........ Sept. || 582 él 598 632 points out rightly that hig er eet ial 
Paperboard, New Orders (st) ¢ .. Sept. 11 97 142 86 132 rates would merely necessitate higher prices. 
Cigarette Production—b ; July 22.88 20.89 20.88 17.14] Senator George thinks that new taxes enacted 
No. Am. Newsprint Prod. (st) +. Aug. 349 355 350 745 this year may not exceed $3 billion. 
Do., Stocks (mpt) End Mo. (st) t. Aug. 652 653 895 745 
ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—100. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce 


Dep't., 1939—100. 
data. 


Labor Bureau, 1935-9—100. 


Jan., 


end of Mo., 1923-5—100. 


cd3—Commerce Dep't., 
en—Engineering News-Record. 
lb4—Labor Bureau, 
tion for population growth. pc—per capita basis. 
rb3—Federal Reserve Board index, 


1939—100. 


1—Seasonally adjusted index, 
m—millions. 
rb—Federal Reserve Board. 
1935-9— 100. 


1939—100. 


1923-5—100. 


cdlb—Commerce Dep't. index (1935-9—100) using Labor Bureau & other 
lb—Labor Bureau. 
mpt—At Mills, Publishers & in Transit. 
rb2—Federal 
st—Short tons. 


lb2—Labor Bureau, 1926—100. !b3— 
np—Without compensa- 
Reserve Board, seasonally adjusted index, 


t—Thousands. tf—Treasury & R. F. C. 





THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 











No. of 1943 Indexes 

Issues (1925 Close—100).... High Low Sept.I8 Sept. 25 
273 COMBINED AVERAGE 89.9 54.5 84.9 84.4 
3 Agricultural Implements 156.5 105.2 146.7 145.3 
9 Aircraft (1927 Cl.—100) 179.2 131.8 143.3 139.0 
5 Air Lines (1934 Cl.—100) 560.3 363.1 52133 479.8 
5 Amusement 78.4 40.2 74.4 73.2 
12 Automobile Accessories 142.) 83.0 126.0 125.0 
13 Automobiles 21.0 27 18.5 18.3 
3 Baking (1926 Cl.—100) 15.0 8.5 13.7 14.0 
3 Business Machines 197.1 129.4 185.0 186.3 
2 Bus Lines (1926 Cl_—100) 96.6 54.9 85.6 88.3 
5 Chemicals . 194.7 153.5 183.5 183.1 
13 Construction 38.0 23.3 35.1 35.0 
5 Containers 240.4 177.1 230.6 231.3 
8 Copper & Brass 82.5 63.6 69.4 68.6 
2 Dairy Products 40.5 29.7 39.6 39.8 
6 Department Stores 32:3 15.4 32.3F 31.4 
5 Drugs & Toilet Articles 89.6 50.9 85.9 85.2 
2 Finance Companies 237.3 152.6 224.8 222.6 
6 Food Brands 131.9 85.5 125.1 122.5 
2 Food Stores 47.8 37.7 47.6 46.4 
4 Furniture _. 63.5 35.0 63.0 63.5D 
3 Gold Mining 985.5 610.3 975.5 985.5D 
6 Investment Trusts 39.1 22.7 35.9 34.8 





(Nov. 14, 1936 Cl—I00) High Low Sept.18 Sept. 25 
100 HIGH PRICED STOCKS 68.01 52.87 65.64 63.83 
100 LOW PRICED STOCKS 88.00 43.61 81.03 79.67 
3 Liquor (1932 Cl—100) 297.1 197.1 276.4 © 277.5 
8 Machinery 111.6 82.6 109.6 106.8 
2 Mail Order 91.8 61.8 91.8C 86.9 
3 Meat Packing 62.0 34.9 62.0C 60.7 
10 Metals, non-Ferrous 155.7 106.8 136.0 132.9 
3 Paper 13.5 9.0 12.9 13.1 
21 Petroleum 141.4 86.9 130.1 133.1 
18 Public Utilities 58.1 23.2 54.2 52.3 
3 Radio (1927 Cl.—100) 26.1 12.1 23.4 22.6 
7 Railroad Equipment 57.4 32.1 49.6 47.9 
17 Railroads 18.6 9.8 16.0 15.6 
2 Shipbuilding 106.1 71.1 76.0 73.3 
3 Soft Drinks 337.1 197.8 317.8 320.6 
12 Steel & Iron 79.3 57.6 71.8 70.9 
2 Sugar 47.2 32.2 41.9 39.5 
2 Sulphur 196.2 172.4 172.4a 176.0 
3 Telephone & Telegraph 1115 67.0 108.3 106.2 
3 Textiles . 56.7 33.7 52.7 51.3 
3 Tires & Rubber. s 28.1 16.5 28.1F 274 
4 Tobacco 67.7 52.2 64.8 63.5 
2 Variety Stores 233.8 182.4 230.9 232.4 
20 Unclassified (1942 Cl—100) 190.0 100.0 175.7 168.7 














New HIGHS since:: 


C—1940; D—1939; F—1937. 


a—New LOW this year. 
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Trend of Commodities 


The Labor Bureau's index of 7 Domestic Agricultural 
prices has advanced by an additional 1% since our last 
issue to a level 4% higher than a year ago—making total 
advances of 33% since Pearl Harbor and 116% since 
August, 1939. During the past fortnight, the price of oats 
has risen to a new 23-year high. Heavy purchases by dis- 
tillers, and by the Government to distribute as feed, are 
largely responsible for a further rise in wheat. Cotton has 
also been strong under reports of further crop damage and 
rumors that the OPA is considering an upward revision in 
the ceiling prices of yarn and cotton goods. The Agricul- 
ture Department's condition report as of Sept. | indicates 
a 1943 crop of 11.68 million bales, against actual produc- 
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tion of 12.82 million last year and a 1932-41 average g 
12.47 million. In order to bring next year's livestock pop 
lation into line with reduced feed supplies, the WFA ha 
ordered, effective Oct. 1, 1944, a reduction of $1.25 pe 
100 pounds in the support price for hogs. Present support ; 
price, $13.75, will remain in force until Oct. 1, 1944, Agndistri 
the milk shortage is expected to become more critical withi k19,00C 
a few weeks, the WFA announces that it will soon fix sali] be 
quotas in designated areas, to release more milk for thf orsion, 
manufacture of evaporated milk, butter, cheese and dry nance 
milk. Even so, there seems to be scant prospect of nearby 
relief from the butter famine as preferred requirement 
both for military and lease-lend purposes. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wk. Mo. 3 Mo. 6Mo. | Yr.Dec. 6 

Sept. 18 Ago Ago Ago Ago Ago 1941 

28 Basic Commodities........ 178.2 178.0 177.1 176.3 176.1 168.4 156.9 
{1 Import Commodities... 167.7 167.6 167.4 167.5 167.0 162.7 157.5 
17 Domestic Commodities 185.4 185.4 183.7 181.9 182.3 172.1 156.6 


COMMODITY FUTURES INDEX 








100 JULY 1 AUG. SEPT 
DOW JONES | 
COMMODITIES INDEX | | 

| | | 


95 | 


























Average 1924-26 equal 100 


1943 1942 1941 1940 1939 1938 1937 
0 Sener eaten 93.66 88.88 84.60 64.07 64.67 54.95 82.44 
BIW oem rascstereepestieces - 88.45 83.61 55.45 48.74 46.59 45.03 52.03 
698 


Date 2 Wk. Mo. 3 Mo. 6Mo. | Yr.Dec.6 

Sept.18 Ago Ago Ago Ago Ago 1941 

7 Domestic Agricultural. 217.2 216.9 211.6 208.4 206.9 183.3 1639 
12 Foodstuffs --- 204.5 204.4 201.6 200.9 201.1 187.6 169.2 : 
160.6 160.5 160.5 159.7 159.3 155.1 148.2 9 (wit! 
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15 Commedities, December 31, 1931, equal 100 an 
Copyright by Moody's Investor Service 192 

1943 1942 1941 1940 1939 1938 1937 h 
See. 249.3 239.9 219.9 171.8 172.3 152.9 228.1 ac 
RE 240.3 220.0 171.6 149.3 138.4 130.1 144.6 9 clo 
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finance plant expansion or mod- 





Yernization—or buttress such divi- 
'Hiends as are paid. 





We are reminded—quite right- 
y—that corporate profits are not 
necessarily the same thing as cash; 
that they may be represented by, 
among other things, inventory and 
receivables and that these ‘‘cur- 
rent assets’ might well become 
suddenly frozen when the war 
contracts terminate and Govern- 
ment cash stops rolling in. That 
was a valid source for concern— 
until recently. But now the 
Federal Reserve Board, the War 
and Navy departments and 
the Maritime Commission have 
jointly inaugurated a program 
to guard against just that 
contingency. For instance, if a 
war manufacturer has all his con- 
tracts cancelled, he can get a “V 
loan” from a commercial bank 
guaranteed, according to the indi- 
vidual circumstances, to from 60 
to 90 per cent by the Army or 
Navy or Maritime Commission— 
such loans to be in agreed percent- 
age to inventories, work in prog- 
ress, accounts receivable and 
(without duplication) amounts 
paid or concurrently payable to 
sub-contractors or suppliers by 
reason of contract cancellations. 
This certainly should go far 
toward preventing any major 
“freeze” of working capital. 

As of June 30 a composite bal- 
ance sheet for 80 large companies 
making war goods, compiled by 
the National City Bank, showed 
total reserves of $419 millions, 
an increase of over go per cent 
since 1940; total capital and sur- 
plus of $4,362 millions, an in- 
crease of about 12 per cent since 
1940; working capital of $2,522, 
an increase of 54 per cent since 
1940. The current ratio, which 
had declined from 2.66 at the 
close of 1940 to 1.99 at the close 
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of 1942, had improved moderate- 
ly to 2.15 by mid-year. Since 
Government provision is being 
made, as_ heretofore stated, 
against any major freezing of 
working capital upon contract can- 
cellations, the current ratio is 
more likely to advance in the early 
post-war period than to shrink. 
Incidentally, as indicated by bank 
deposits, corporations undoubted- 
ly have far more cash available 
than ever before. 

United States Steel is the larg- 
est industrial enterprise in the 
world, and head over heels in war 
production. How has it fared to 
date? In terms of reported profit, 
the showing is decidedly moderate 
—far less than during the period 
of the First World War. Yet it is 
a reasonable statement that—both 
financially and physically—the 
company is in a stronger position 
to weather a future economic 
storm than ever before in its long 
history. For instance, the man- 
agement recently announced that 
the corporation, or subsidiaries, 
would buy $100,000,000 of war 
bonds in the current drive, having 
bought $30,000,000 worth in the 
last previous drive. No company 
could do that if it were 
“starved” for cash or in a dubious 
working capital position. The 
company has more capacity, a 
higher percentage of the most 
modern capacity—and both with- 
out proportionate increase in the 
“depreciated” value of plant as 
carried on the balance sheet. In 
three years ended with 1942, Big 
Steel had surplus profits of $110 
millions, reduced its debt by $94 
millions and increased its working 
capital by $74 millions. Exclud- 
ing inventory, the gain in assets 
in three years was about $143 
against comparable gain of $184 
millions in four years of the 
World War I period. Moreover, 
in addition to other reserves, a 
special fund of $60 cash, or equiv- 
alent, was set aside for future 
plant expansion. Not bad! 

Not all companies have done 
so well, but U. S. Steel's record is 
reasonably typical of the high de- 
gree of conservatism with which 
most corporations have striven to 
buttress their financial and physi- 
cal status, both to guard against a 
possible future “rainy day”’ and to 


take advantage of future oppor- 
tunity. 

The considerations advanced 
here—and above all the tax “‘cush- 
ions’—lead ot a general conclu- 
sion that, potentially, is of the ut- 
most economic significance and 
one carrying high hope for the fu- 
ture. It is this: In the early post- 
war years, and as long as loss 
carry-backs are provided for in 
tax law, the simple arithmetic of 
taxation will give corporations 
greater inducement than ever be- 
fore to embark aggressively on 
expansionist programs of all 
types. As compared with direct 
Government “pump priming, a 
tax rebate provision against losses 
—in effect guaranteeing from 40 
to 80 or more per cent of the ven- 
ture capital risked — may have 
enormous weight in galvanizing 
private enterprise. In a great 
many possible undertakings, it 
must make a decisive difference 
whether the maximum risk on the 
capital invested is 100 per cent or 
whether it is only from 20 to 60 
per cent of the investment, de- 
pending on tax calculations. 

In contending that the prospect 
of the early post-war years is defi- 
nitely hopeful as regards corpo- 
rate solvency and liquidity, I am 
not forecasting that the period 
will bring a rush of fat dividends. 
It probably will not. Stockhold- 
ers are last on the corporate re- 
ceiving line—preceded by labor, 
the suppliers of materials, the tax 
collector and the managers. And 
management is more and more 
‘‘professional’’— paternalistically 
interested in dividends to stock- 
holders to some extent, but not at 
the expense of “building up” the 
company. In the transition pe- 
riod, managers no doubt can make 
out the usual plausible case for 
‘future uncertainty” as justifying 
conservative reserves and preser- 
vation of working capital, etc. 
And in the widely predicted boom 
that will come after the transition 
period, some managers will be “‘re- 
serving” heavily against the possi- 
ble secondary post-war depres- 
sion. 

Nevertheless, on balance and 
in the long run, what is good for 
corporate solvency, liquidity and 
expansion ought to be good for 
dividends in more or less degree, 
if not in full proportion. 
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The Meat Packers’ 
Short, Long Term Prospects 





(Continued from page 682) 


products, largely in package or 
canned form, hence might be ex- 
pected to benefit by the tremen- 
dous increase in hog turnover this 
year. The company also produces 
Red Hart, largest selling dog food 
—normally profitable, but doubt- 
less affected by present restric- 
tions. With the number of shares 
relatively small, the stock is er- 
ratic at times. 

United Stockyards paid a small 
dividend last December after a 
lapse of four years. Earnings 
seem likely to improve moderate- 
ly, forecasting another year-end 
dividend, but the irregularity of 
cattle receipts this year makes a 
forecast difficult (profits are de- 
pendent on livestock shipments 
and are little affected by price 
changes, since service fees and 
costs remain relatively stable). It 
is possible that the growth of 
black markets in cattle this year 
may affect earnings, unless in- 
creased hog shipments are an off- 
setting factor. The company is 
the largest in its particular field, 
handling about one-quarter of all 
federally-inspected livestock. In- 
corporated in 1936, it has a ma- 
jority interest in a number of mar- 
keting centers outside of Chicago. 
Cash position is comfortable con- 
sidering the steady character of 
the business. The common stock 
might in future be diluted by exer- 
cise of warrants or conversion of 
the preferred stock, though the 
price would have to advance to 8 
or 9 before this would begin to 
materialize. 

Hormel, smallest company in 
our list, has paid dividends since 
incorporation in 1928. Unlike 
other packers, the company has 
no funded debt (or bank loans 
in 1942), with only a moderate 
amount of preferred stock ahead 


700 


of the common. The company is 
noted for its high-grade canned 
products, such as Spam, and earn- 
ings have shown greater stability 
than those of most other packers. 
On the other hand earnings in the 
past two fiscal years were some- 
what irregular, while others 
showed gains. The company is 
affected this year by shortage of 
tin and by OPA price ceilings. 
‘“Flavor-Sealed” canned items 
have been reduced from 41 to 7, 
though the company continues to 
produce large amounts for the 
armed forces. The growth record 
should be resumed in the post-war 
period. 





Economic Effects 
of Italy's Surrender 





(Continued from page 669) 
lire may have an important psy- 
chological effect that may halt the 
flight from the currency and slow 
down the inflationary spiral. The 
rate at which lire are being pro- 
vided for Allied soldiers, 100 
“amlire”’ to the dollar as against 
the pre-war rate of 20 lire to the 
dollar, is indicative of the extent 
to which the Italian financial situa- 
tion has deteriorated. There are 
people who believe that this rate 
is unfair to Italy and especially to 
the Italian workers whose wages 
have not increased anywhere in 
proportion to the lira’s deprecia- 
tion. On the other hand, in Lis- 
bon where the Germans may have 
been unloading some of their lira 
holdings, the rate is reported to 
have dropped to about 250 lire 
for one dollar. 

The Government deficits that 
have continued to mount from 
year to year since the depression 
years provide the background for 
the inflation, which is now reach- 
ing a more acute stage. During 
the early ‘Thirties, these deficits 
were incurred to provide employ- 
ment and to reclaim land; later 
they represented a part of the cost 
of Empire building: the Abyssin- 
ian war and the “investments” in 
Abyssinian roads and _ railways 
cost the Italian taxpayer around 
40 billion lire, the Spanish venture 
came to about 8 billion lire, the 
Albanian one to about one billion 
lire. Following Italy's entry into 
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the war, deficits quickly mounted, 
and during the last fiscal year, 
1942-43, as will be noted from the 
accompanying table, the deficit 
rose to about 85 billion lire, or 
nearly twice the amount of the 
revenue collected. 

Perhaps the best explanation 
of the fact that the Government 
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was able to finance only about 3p 
per cent of wartime expenditure 
from revenue is that the Italian 
people had already been over. 
taxed on the basis of their earn. 
ings and national resources. Sim- 
ply the saturation point had been 
reached. Moreover, the financing 
of the war from savings had also 
been unsatisfactory and bond sales 
had gone off badly in spite of the 
raising of interest rates. Thus the 
Government had come to be de- 
pendent to an increasing extent 
upon inflationary borrowing from 
banks and upon the issuing of 
new currency, some of which took 
the form of bank-drafts on the 
Bank of Italy and therefore did 
not appear as circulation. Never- 
theless, the notes in circulation 
reached the 100 billion lire level 
by the middle of 1943 as com- 
pared with the circulation of only 
about 19 billion lire at the begin- 
ning of the war. 

Flush with currency or bank- 
drafts on the Bank of Italy, the 
average individual naturally 
turned to bidding for goods, the 
supply of which was diminishing 
because of bombing and the loss 
of territories. Hence the rise of 
a black market, which sucked in 
an increasing volume of goods and 
which the Fascist regime was pow- 
erless to break. The result was 
unfair distribution of available 
goods and the plight of the wage 
earner and of the small farmer 
who did not benefit from the pay- 
ment of production subsidies. 

The overstraining of resources 
and the deterioration of Govern- 
ment finances have unquestionably 
hastened the fall of the Fascist 
Empire. It is already apparent 
that the plight of the country will 
be considerably worse by the time 
the Germans are expelled. Much 
will depend from now on upon 
what the attitude of the United 
Nations toward Italy will be and 
how the rehabilitation of the 
country will be handled by the 
AMG. . 
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Projecting Business Trends 
In The Early Peace Period 





(Continued from page 666) 
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market or upon business confi- 
dence and public sentiment as 
would a similar production de- 
dine — unrelated to war — in 
peace-time, following a period of 
over-expansion. 

If the view advanced here is 
correct, I doubt if maximum re- 
action in the commodity price in- 
dex during the early post-war 
phase will exceed 10 to 15 per 
cent—spread over a period of, 
say, six months. On the one hand, 
some millions of consumers— 
confronted with job shifts—will 
hold down on spending. On the 
other hand, other millions prob- 
ably equally numerous, who are 
“set” in their pre-war jobs, will 
tend to spend more freely for 
things long denied them as fast as 
the goods become available. 
There will be a move by con- 
sumers to use up hoards of foods 
and clothing; and by _ business 
men to work out of sub-standard 
or substitute goods in their in- 
ventories. But, on balance, the 
need for inventory replenish- 
ment, both by business concerns 
and consumers, should substan- 
tially exceed the possible scope of 
selective inventory deflation. 

A recently completed national 
survey made for the United 
States Chamber of Commerce re- 
ports that the American people 
have become, since a previous 
similar survey last December, 
more hopeful of prosperity and 
less fearful of unemployment in 
the first year after the war. The 
gene indicates that the public 
“planning” to buy in the first 
six months of peace: $7,174,000,- 
000 worth of new homes, spend 
$7,500,000,000 on repairs and 
improvements to homes and 
tarms, buy $3,307,000,000 worth 
of automobiles, $1,216,000,000 
worth of household appliances 
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and $711,000,000 of furniture 
and floor coverings. Now, of 
course, “hard goods” in these 


large quantities will not be avail- 
able in the first six months of 
peace; and, since it costs an in- 
dividual nothing to respond to 
survey questions of this kind 1 
terms of what he would /ike to 
do, the report can hardly be taken 
as gospel. It is significant, how- 
ever, in confirming the writer's 
impression that the public is ap- 
proaching the end of the war with 
an optimistic “‘sentiment’’ as _ re- 
gards the initial readjustment 
period—and that, | think, is im- 
portant. 

The initial economic patterns 
after the last war, shown on the 
accompanying charts, are worth 
brief note. Production (Cleve- 
land Trust index) was an. in 
the last full month of that war, 
declined gradually to 94.6 over 
the next seven months, then ad- 
vanced for nine months to 112 
before the beginning of the 1920- 
1921 depression. Commodity 
prices (wholesale index) reacted 
for only a couple of months, 
from 136.3 to 129.8, then soared 
for fifteen months to inflated peak 
of 167.2. Employment increased 
moderately throughout 1919 and 
early 1920. Industrial wages ad- 
vanced sharply from 122.3 at the 
start of 1919 to mid-1920 high 
of 160.6; while total payrolls 


over the same period increased 
from 93.8 to 120.6. The index 
of department sales rose from 66 
at i start of 1919 to mid-1920 
high of 98. 

Clearly the “transitional” de- 
pression of 1920-1921, starting 
eighteen months after the close 
of the World War, was not due to 
the end of war business or sudden 
unemployment or industrial re- 
conversion. It was due to a specu- 
lative inflation in commodity 
prices which progressively outran 
consumer buying power during 
its final months and which, as was 
inevitable, had to crash. 

This time the danger of infla- 
tionary maladjustment in prices 
and wages seems slight, or non- 
existent; for the early post-war 
months; and we therefore appear 
to have a good chance of avoid- 
ing any semblance of a repeated 
[920-1921 upset. On the pat- 
terns projected here, the widely 
expected post-war “boom’— 
some kind of a counterpart to the 
industrial activity of 1923-1929 
—should begin sooner than was 
the case after the World War. 


It is readily conceivable that 
confidence may become ‘“‘con- 
tagious’”’ within six months after 


the defeat of Germany—setting 
up renewed inflationary pressures 
on the price structure ‘during the 
considerable temporary period— 
perhaps a_ year to. eighteen 
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months—when consumer demand 
will tend to outrun supply. But, in 
the writer's opinion, it should 
hardly take more than two years 
of peace for our greatly expanded 
production capacity and know- 
how both to flatten out the com- 
modity price curve and start it 
downward. If that movement is 
orderly, and starts from a not too 
greatly inflated level, it need not 
interfere with high production 
and good business. In fact, it 
would be in the interest of both. 





Post-War Future of the 
Light Metals 





(Continued from page 677) 


mated to consist of facilities like- 
ly to prove uneconomical after 
the war. Assuming it will be aban- 
doned, some 270,000 tons would 
remain, indicating the need of far 
more drastic post-war adjustment 
than in the case of aluminum. 
Since magnesium is about 30% 
lighter than aluminum, price per 
unit of volume is practically the 
same for the two metals. Thus 
they may compete for some ap- 
plications, considering their simi- 
larities; but they also supplement 
each other. Generally, magne- 
sium’s field of utility is far more 
limited, especially since process- 
ing methods are much less ad- 
vanced. 

The most promising field is 
that of light-weight castings for 
motors and other equipment; the 
aircraft and automotive indus- 
tries are likely to use considerable 
magnesium in this fashion. But 
production and use of sheets, 
strip and shapes has a long way 
to go before it can match alu- 
minum or other metals. In trans- 
portation, electrical, household 
and other lines magnesium’s head- 
way will be slow; yet there are 
many applications where mag- 
nesium alloys can meet strength 
requirements, as for instance in 
hand tools, reciprocating and re- 
volving parts in high-speed ma- 
chinery and others where light 
weight is important. Weight sav- 
ing is magnesium’s principal sell- 
ing point—more so than alumi- 
num’s—with such considerations 
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as machinability or appearance 
strictly secondary. Thus it will al- 
ways be important in aircraft 
building. Yet its competitive 
strength vis-a-vis aluminum is 
open to doubt as much of its 
weight advantage is lost in the 
alloying or fabricating stage and 
considerable development is need- 
ed to overcome this drawback. 
Additionally, fabricating and roll- 
ing mills are lacking in sufficient 
number. To bring magnesium to 
competitive parity would be a 
long and costly process, taking 
anywhere from 5 to 10 years and 
requiring considerable new capital 
investment. Hence the industry 
faces major transition and devel- 
opment problems since its best po- 
tential markets appear to be fields 
already well served by aluminum. 
This means drastic reduction of 
war-time capacity, with the Gov- 
ernment presumably playing a 
major role in determining the in- 
dustry’s future make-up. 

War-time developments have 
thoroughly changed the economic 
basis of the light metal industries. 
As to aluminum, Alcoa still owns 
the bulk of domestic bauxite re- 
sources but this monopolistic ad- 
vantage has been reduced by de- 
velopment of alumina - bearing 
clay deposits. Moreover, low-cost 
hydro-electric power which nei- 
ther Alcoa nor any other company 
can duplicate or control has be- 
come a basic factor in the indus- 
try. Costs have been lowered 
and competition increased; these 
trends should continue after the 
war. But given a period of sus- 
tained high industrial activity, 
prospects are that after closing or 
dismantling high-cost plants, po- 
tential markets for aluminum will 
be large enough to employ fully 
the industry’s remaining capacity. 
From an investment standpoint, 
this outlook is distinctly favor- 
able. While post-war profit mar- 
gins are bound to be narrower, 
expanding markets should more 
than offset this. Chances are, also, 
that the transition from the mili- 
tary aircraft market to almost 
equally large peace-time markets 
will be neither difficult nor long 
drawn out. 

Alcoa, in its own and the Gov- 
ernment-owned plants it manages, 
still produces about 90% of the 
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entire crude aluminum outpy 01.30 
But its own plants, and they args ° 
Alcoa’s primary post-war con 10.6¢ 
cern, have a total capacity of only 941, 
around 400,000 tons annually p $29 
Its fabricating capacity by the enff@™4 
of the war will about equal ingoge4S© 
capacity. With the additional adp!24 ' 
vantage of possessing highepltton 
grade ores and a _ long-standing" + 
marketing organization, Aloe” 
will continue the leading factor inf8" 
the industry. Recognizing  thisfpf thi: 
Reynolds Metals Co.,  secondgpe"t. 
ranking producer though far bepPesP" 
hind Alcoa in capacity, is planning§™S 
to concentrate on the fabricating | 
end as the more profitable. Rey.fV°" 
nolds will emerge from the warf™P@" 
with manufacturing — facilitiegbilit 
about double its estimated ingotfY P 
capacity of some 80,000 tons anf” © 
nually. Whether the third pro. fends 
ducer, Olin Corporation, an af.-gss 
filiate of Western Cartridge Co,f84!™ 
will remain in the field is doubtfulf"ine 
though entirely possible. At pres-fX°S 
ent, it is questionable whether any ial a 
of the latter two can produce af" 2 
cheaply as Alcoa. The latter'sp@PY | 
main function after the war willplcoa 
be production of crude aluminumf*T% 
and semi-finished products; in anf°, 7: 
unhampered market, it should bef™"\° 
able to continue to exercise price’ 14 
leadership. Clearly, its dominat-FY°" 
ing position can only be chal-gment 
lenged by the Government.**¢ 
Whether or how this will be donef'*'t@ 
is at present the big question markfCW! 
and hinges on the manner of dis-P4"" 
position of Government plants onf"* ™ 
which their present operators{™YS* 
have no options. The Govern-PT°S: 
ment in turn has entered no com-P@"y 
mitment to sell. ad 
In the magnesium field, Dow} 
Chemical will continue as_ thef# 
principal private producer, 
though controlling no more than 
10% of total capacity. Here even}. 
more than in the aluminum field, 
Government will determine the 
future industry status and aban-J. 
donment of a relatively large per- 
centage of excess capacity ap-§" 
pears inevitable. A 
Financially, Alcoa’s position }?39- 
has shown much improvement 
since 1941. Working capital has 
risen sharply and at the end of 
1942 amounted to $47.05 million 
against $34 million in 1941. Cash 
and marketable securities were 
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61.30 million, exclusive of hold- 
they ages Of Treasury tax notes of 
var conp20-60 million; at the end of 
y of ong94!, cash and equivalent came 
annually? $29-36 million. On the other 
y the enfgand, the long-term debt in- 
ual ingod eased from $106 million to 
‘onal adp!24 million, reflecting sale of ad- 

highe tional bonds to finance expan- 
standinggion- Alcoa since 1939 has under- 
 Alcoggtken and financed an expansion 
factor iptogram involving $250 million; 
ng this bf this only $30 million were un- 

seconppent. at the end of last year. 
far begDespite existing post-war prob- 
planningge™s; the company’s strong posi- 
ricatinggON, growing cash reserves and 
le. Reygavorable longer term prospects 
the wagmpart the stock speculative pos- 
Facilitiepiilities at the current relatively 
d ingotfW Price of 111, yielding about 
rons anf on basis of last year’s divi- 
lends of $6 per share. 1942 earn- 
ings were $17.79 per share 
bgainst $22.90 in 1941, the de- 
ine reflecting not only higher 
axes but particularly heavy spe- 
ial amortization charges, making 
duce aor added strength in the com- 
latter'spany’s position. More recently, 
var willfilcoa announced its intention to 
iminumfacrease authorized common stock 
+ in anf 7-5 million shares from 1.5 
ould beqnillion shares now outstanding; 
it failed however to indicate 
eventual disposition of the aug- 
mented stock. While it may be a 
safe guess that this action is un- 
lertaken with an eye to eventual 
acquisition of some Government 
plant capacity, it represents for 
the moment one of the industry's 
mysteries. Alcoa’s own expansion 
program is indication of the com- 
pany’s optimistic attitude towards 
post-war markets; it stands to 
| Dowffeason that it will strive to main- 
1s thef{#in its dominant position in the 


feld. 


Output 












rd pro. 

an af. 
ge Co, 
loubtful 
At pres. 
her any 




























se price 
ominat: 
> chal. 
‘nment. 
ye done 
n mark 
of dis- 
ants on 
erators 
;overn- 
oO com: 


cer a 
e thang. By contrast, the position of 


e evengeynolds Metals Co., from an 
1 field f2vestment standpoint, is less fa- 
re theg’orable with finances far more 
restricted. At the end of 1942, 
it had cash of $6.69 million and 
net working capital was $19.55 
million. Funded debt totaled 
$39.62 million including RFC 
loans of $6.21 million. Addi- 
tionally, a preferred issue of $5 
million is ahead of the common. 
Despite good earnings, dividends 
necessarily remained small in view 
of prior charges, and last year 
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were only soc, making the yield 
less than 4% at current price of 
1234 for the common. 1943 divi- 
dends will be larger, with 75c al- 
ready paid so far this year which 
would bring the yield to better 
than 5.8%. 1943 earnings should 
run considerably over last year’s 
but the final figure will depend on 
special amortization charges 
which in 1942 equalled $4.72 per 
share. Everything considered, 
the stock’s speculative appeal, for 
the moment, appears below aver- 
age. Reynold’s post-war policy 
of concentrating on the fabricat- 
ing end should have the effect of 
rendering it less vulnerable to 
sharp declines in demand while 
Alcoa would appear to be in just 
the opposite position in such an 
eventuality. By the same token, 
Reynold’s future earning power 
in good years, once special amor- 
tization is completed, should rise 
very considerably. However, 
pending definite post-war industry 
line-up, such conclusions naturally 
are highly tentative at the present 
time. 

With magnesium output mere- 
ly one of many profitable activi- 
ties, Dow Chemical, long a cov- 
eted investment stock, is far less 
dependent on income from mag- 
nesium output though earnings 
from that source may become 
proportionately more important 
as time goes on. The company 
doubtless will retain its leading 
position in the field, regardless of 
post-war adjustments. Its own 
magnesium capacity is 27,000 
tons, and that of the Government 
plants it operates, amounts to 
108,000 tons. 

In the fabricating field, Bohn 
Aluminum and Brass Co. which 
makes both aluminum and magne- 
sium castings, is well entrenched 
and bids fair to do profitable 
business in this line after the war. 
The same holds good for Amer- 
ican Magnesium Co., owned by 
Alcoa. The recent entry in the 
magnesium |fabricating field by 
Anaconda and Phelps Dodge is 
held significant by many. Some 
regard it as an entering wedge in 
a field in which both may decide 
to branch out further to offset pos- 
sibly competitive effects of light 
metals on copper in the post-war 
competition. 
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Bupinc Stocks? 


Boom in new construction fore- 
cast by Government Agency 


POTENTIAL market for 1,500,000 
homes six months after the 

war ends and a period of intense 
activity in new building construc- 
tion are indicated by a new survey 
just issued by the Department of 
Commerce. Are Building stocks 
under-valued in relation to post- 
war prospects? Which stocks look 
most attractive at current levels? 


3 Stocks to Buy Now 
The current UNITED OPINION 


Bulletin carries a survey of the 
Building Industry and analyzes the 
position and outlook for 7 Leading 
Building Stocks. Three of these 
are singled out as outstanding in- 
vestment opportunities. 


Send for Bulletin MW-21 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. AN ra: Boston, Mass. 








Securities Disturbing 
Investors 





(Continued from page 690) 


speculation can be a “‘sure thing.” 
Highgrade $7 preferreds—for in- 
stance American Can, Corn Prod- 
ucts, Helme—sell currently in the 
price range 168 to 185. Since 
American Woolen preferred sells 
at 75, though dividends, including 
payments against large arrears, 
are at an $8 annual rate and the 
yield exceeds 10 per cent., the 
price and the high yield are of 
themselves a warning to a genu- 
inely conservative investor, al- 
though they may be, validly, at- 
tractive to a speculative-investor. 
This brings us to the second 
lesson. You would not expect a 
doctor to give the same medicine 
to all patients. If he did, you 
would consider him an incompe- 
tent or a quack. Yet too many in- 
vestors—as in the present example 
—ask ‘“‘generalized” advice, as if 
the problem centered solely in the 
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pros and cons of a given stock, 
without any relation to the indi- 
vidual’s situation and the degree 
of risk that he can prudently af- 
ford to take. Is this man depend- 
ent on investment income? If he 
works on salary, how old is he and 
how secure is his job? What is 
the status of his family and his 
obligations to dependents? How 
about insurance? What propor- 
tion of his total investments are in 
“safety first’? securities? An in- 
vestor should ask himself such 
questions as these and decide with 
sober judgment what constitutes a 
prudent compromise between ade- 
quate safety and the risk that must 
be assumed in speculating for ap- 
preciation and high yield—before 
he or she comes to grips with what 
should be the secondary problem: 
that of security selection. 

American Woolen is a “volume 
leverage”’ situation; also to some 
extent an “‘inventory-price” situa- 
tion. Over the past decade, an- 
nual dollar sales at times have 
been as low as $42 millions, at 
other times—now—close to $200 
millions. The corresponding fluc- 
tuations in income account over 
the same period have ranged from 
deficits as high as $12 to $13 on 
the preferred to earnings, as in 
1941, of almost $20 a share. The 
company is definitely and greatly 
a ‘“‘war beneficiary.’ Assuming 
several years of active post-war 
business, volume and profits prob- 
ably will be considerably better 
than the somewhat drab pre-war 
average—but to this writer the 
company on a “normal” or ex- 
war basis does not figure to have 
sales volume anywhere near $200 
million a year nor a price situ- 
ation as favorable as during the 
War years nor profits on the pre- 
ferred equal to the best of recent 
years. 

Conclusion: American Woolen 
preferred is not a stock to be “put 
away.” One is well advised to re- 
gard it from an interim, specula- 
tive, opportunist point of view. It 
is, basically, more speculative than 
many common stocks. Subject to 
these qualifications, we favor its 
retention or purchase, by those 
who can properly assume the de- 
gree of risk involved. The longer- 
range risk appears potentially 
much larger than the current risk. 
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Another Look At... 





(Continued from page 693) 


port. The company has always 
shown large earning power under 
favorable conditions and war-time 
earnings have been rather excep- 
tional — despite high taxes — 
comparing favorably with the best 
peace-time results. June quarter 
net was $1.22 per share, against 
$1.24 last year and first quarter 
net of $1.15. 1942 earnings 
amounted to $5.66 per share, aft- 
er contingency reserves of $1.94 
per share. Income for the re- 
mainder of the war period will no 
doubt continue high, with demand 
for steel and steel products run- 
ning at capacity levels. 

Post-war prospects point to 
substantial business as large civil- 
ian demand for steel is steadily ac- 
cumulating. Due to diversification 
of production, Youngstown 
should do well for a considerable 
period in spite of the likelihood 
of increased competition. Propor- 
tion of output of light steel prod- 
ucts has been gaining constantly in 
recent years, a source of good 
profits in periods of high business 
activity. Normally, production of 
steel sheets accounted for some 
34% of total volume. Output of 
pipe, mainly sold to the oil, gas 
and construction industries, is an- 
other important line where de- 
ferred demand should be large 
after the war. Even today, with 
many pipe line expansions under 
consideration or in process of con- 
struction, pipe business is expand- 
ing. It should be vastly better 
with the resumption of greater 
drilling activity in the oil indus- 
try. Revival of the tinplate busi- 
ness, and wire sales for farm use, 
are additional factors in the post- 
war outlook. 

The company’s financial posi- 
tion shows steady improvement. 
Funded debt was further reduced 
last year and stands at $68.62 
million, a decrease of $7.19 mil- 
lion from the preceding year. 
Working capital is $95.85 mil- 
lions, and cash and marketable 
securities totaled $54.37 million, 
against current liabilities of only 
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$20.26 million. Contingency re. 
serves amount to $5.25 million. 

While the cyclical character of 
the steel business, plus the lever. 
age of high overhead, has led ti 
volatile earnings in the past, grov. 
ing diversification of production 
should tend to stabilize future in. 
come to some degree. Apart from 
this, post-war business, at least 
for some time, promises to be 
good, notwithstanding the com. 
petitive aspects peculiar to the 
steel industry. Currently yielding 
over 5%, the common therefore 
is not without further apprecia- 
tion prospects. With the reaction 
risk presumably greater than av- 
erage, chances are that the stock 
can be picked up more advantage. 
ously at some later time, thereby 
widening yield as well as capital 
gain prospects. 


U. S. Plywood 


Late in May, when discussing 
this stock in detail, we commented 
on the retardation of profit 
growth due to ceiling prices as ad- 
versely affecting appreciation 
prospects and advised profit tak- 
ing. Interim reports have borne 
out the impression that earnings 
are becoming largely stationary, 
net for the July quarter amounting 
to 66c per share against 61c for 
the same period last year. Tor 
the entire fiscal year ending April 
30, 1944, net is expected to hold 
close to the $3.14 realized in the 
preceding period, with the cost 
factor continuing to nullify ex- 
panding volume. Pricewise, the 
stock held up fairly well, presently 
selling around 40 compared with 
the year’s high of 441%. Its spec- 
ulative promise is primarily 
founded on future prospects, ad- 
mittedly good. Post-war plans 
envisage wide expansion of pro- 
duction and distribution of stand- 
ard lines as well as the marketing 
of important new products. A 
long-term program recently for- 
mulated by the management in- 
cludes the addition of about 15 
distributing units, some owned in- 
dependently by the company and 
others jointly with the Mengel 
Co., an important fabricator of 
lumber and wood products. The 
idea is to obtain distributing facili- 
ties providing national coverage. 
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The increasing popularity of 
plywood in many industrial fields 
is well recognized as is the com- 
pany’s efficiency in production and 
adaptation of plywood to many 
new uses. Its stake in the plastics 
field tends to enhance the longer 
term outlook. However, at pres- 
ent levels, yielding only about 3%, 
future prospects appear adequate- 
ly discounted, and pending clearer 
indication of future earning pow- 
er, the stock, unless acquired at 
considerably lower prices, lacks 
immediate appeal. On further set- 
backs, however, it might not be 
amiss to take a position in this 
promising field. 


Ingersoll-Rand 


The company’s well-established 
earning power together with 
above average post-war prospects 
for this type of enterprise pro- 
vided a good cushion during re- 
cent market setbacks, with the 
stock currently selling around 93 
compared with the year’s high of 
100%, a decline of about 7%. 
First half net was $3.09 per share 
against $3.39 last year, and for 
the entire year should hoid around 
the $5.90 realized in 1942. Effects 
of possible contract renegotia- 
tion are not expected to be too 
severe and margins at present con- 
tinue adequate despite the prepon- 
derance of war business. Post- 
war prospects are viewed optimis- 
ticaily with the outlook for for- 
eign business believed particularly 
promising. In addition to large 
prospective demand for domestic 
reconversion of industries, re- 
quirements for rehabilitation 
abroad are expected to provide 
excellent business for a consider- 
able time. Before the war, the 
company’s distribution was world- 
wide, with 26 branch offices in all 
parts of the world, and foreign 
business accounted for a large pro- 
portion of earnings. Hence no 
deterioration of the better than 
average earnings performance is 
anticipated with the advent of 
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peace. Rather, the company’s 
strong position in its field, its wide 
diversity of products together 
with sizable deferred demand in 
many civilian industries are be- 
lieved to form an excellent basis 
for sustained good business. De- 
mand should be particularly good 
for air conditioning and refriger- 
ator equipment, for mining ma- 
chinery and sundry equipment for 
the heavy construction and petro- 
leum industries. Manufacture of 
large compressor pumps used in 
synthetic rubber plants has been 
a recent feature. 

On basis of the $6 annual divi- 
dend, the stock at present yields 
about 6.4%, an added attraction. 
Finances are in good shape with 
working capital amounting to 
$28.46 million; cash and market- 
able securities were $14.5 million 
at the end of last year against cur- 
rent liabilities of $20.9 million. 
While the stock may be too high 
for the average investor, it has 
appeal both on an income basis 
and on appreciation prospects. In 
1936, it reached a top of 147, and 
the 1939 recovery high was 131. 
Considering demonstrated earn- 
ing power, the current price-earn- 
ings ratio of about 15/1 does not 
look excessive. 


Barber Asphalt 


In view of the metamorphosis 
this company has undergone in the 
past, and may further undergo in 
the future, the action of its equity 
has been an outstanding example 
of investors faith in good manage- 
ment. When last discussed late in 
May, the stock sold around 18, 
up from the 1942 low of 6%. It 
has since reached a high of 28% 
and is currently well supported 
around 25. This excellent market 
showing, we believe, is well justi- 
fied. In the first place, earnings 
progress is rather exceeding ex- 
pectations. June quarter net was 
32c per share, compared with a 
deficit last year, and while divi- 
dends are not an early prospect, 
results for the entire year should 
mark further important progress. 

Previously a leading producer 
of asphalt and asphaltic products, 
including roofings and floorings, 
the company was primarily a mak- 
er of building materials, though 


petroleum refining was an impor. 
tant sideline. Early in the war, 
tanker shortage and_ uncertain 
shipping conditions forced the 
company to give up these activi- 
ties since it was largely dependent 
for its raw materials on imports 
from Venezuela. It sold its roof. 
ing plant, most of its tank cars 
and with the advent of the new 
management, acquired the New 
Jersey Shipbuilding Co. and 
branched out into large-scale op- 
erations in shipbuilding under 
Navy contracts. At present, apart 
from certain royalty income, they 
form the main source of earnings. 

With the return of peace, pros- 
pects are that oil production and 
refining will become the company’s 
principal activity. By way of a 
royalty agreement, it has access to 
an important Venezuelan oil con- 
cession operated by the Royal 
Dutch Shell group. Additionally, 
it has exercised an option to par- 
ticipate in the exploitation of 
other concessions now held by a 
Venezuelan subsidiary ot the same 
group, covering 140,000 acres of 
oil lands. In view of the growing 
importance of South American oil 
in our domestic supply picture, 
Barber’s position in the Venezue- 
lan field promises to open inter- 
esting possibilities. Through a con- 
cession in Trinidad, the company 
also controls the world’s largest 
natural asphalt deposit. While of 
better quality, the natural product 
is at a price disadvantage with 
manufactured asphalt (made from 
petroleum residue) during peri- 
ods of low crude oil prices. For 
this reason, the company’s future 
activities in the asphalt field, pres- 
ently abandoned, appear uncer- 
tain, though it is entirely conceiv- 
able that post-war road building, 
presumably extensive, may pro- 
vide an excellent market under 
proper price conditions. 

Present capitalization is small 
with no obligations ahead of the 
common; in view of this, the capi- 
tal leverage factor, as earnings 
expand, should be an important 
aid in speeding dividend resump- 
tion. The current price, neverthe- 
less, reflects in the first instance 
confidence in the new management 
but also inherent appreciation 
prospects. Barber is attractive on 
its prospects rather than on pres- 
ent earning power. 


THE MAGAZINE OF WALL STREET 





(( 


com 
shar 
of 4 
ner 
pare 
the 
193 
com 
shar 
of I 
mer 
ings 
as | 
pro? 
E 
the 
fave 
afte 
Pos 
and 
tO Cl 
inve 
this 
ahe; 
for 
moc 
Abc 
sisté 
pro 
grez 
ren 
mot 
cate 
som 
fore 
C 
pro 
but 
tire 
pro 
said 
com 
busi 
dur: 
edly 
pro: 
elin 
tion 
at 
reas 
spec 
$15 
last 
sup] 
den 
mat 


Sub 


OC’ 


impor- 
ie war, 
certain 
ds the 
activi- 
endent 
mports 
s roof. 
k cars 
le new 
» New 
and 
le op. 
under 
, apart 
e, they 
rings. 
, pros. 
yn and 
pany’s 
y of a 
cess to 
il con- 
Royal 
nally, 
O par- 
mn of 
| by a 
> same 
res of 
owing 
‘an oil 
cture, 
lez ue- 
inter- 
a con- 
apany 
irgest 
ile of 
oduct 
with 
from 
peri- 
For 
uture 
pres- 
ncer- 
1CeiV- 
ding, 
pro- 
inder 


small 
f the 
capi- 
nings 
rtant 
ump- 
rthe- 
‘ance 
ment 
ation 
eon 
pres- 


EET 








Answers to 
Inquiries 





(Continued from page 694) 


company earned was $1.99 per 
share and the lowest was a deficit 
of 46 cents per share. Borg War- 
ner earned $3.09 in 1942 as com- 
pared with $3.20 in 1941 and in 
the pre-war years of 1936 to 
1939, inclusive, the highest this 
company earned was $3.63 per 
share and the lowest was a deficit 
of 1 cent per share. Cutler Ham- 
mer is selling on a price to earn- 
ings ratio of about 10 to 1 where- 
as Borg Warner is selling ap- 
proximately 11 to I. 

Earnings for Borg Warner for 
the current year should compare 
favorably with 1942, which was 
after reserve of $1.07 per share. 
Post war prospects are favorable 
and the common stock has much 
to commend it for inclusion in any 
investor’s portfolio. Sales so far 
this year are said to be running 
ahead of a year ago and volume 
for the year should be at least 
moderately higher than in 1942. 
About 78% of sales in 1942 con- 
sisted of war products and the 
proportion will be substantially 
greater this year. While contract 
renegotiation may be somewhat 
more severe this year, the indi- 
cated gain in sales should produce 
some improvement in earnings be- 
fore taxes. 

Cutler Hammer Company’s 
production is on regular products 
but output is being sold almost en- 
tirely to customers engaged in war 
production. Unfilled orders are 
said to be at high levels and the 
company should obtain all the 
business it can handle for the 
duration of the war. Undoubt- 
edly, the war time expansion in 
profit margins will be reduced or 
eliminated by contract renegotia- 
tion. This stock has some appeal 
at current prices which appear 
reasonable in relation to pro- 
spective earnings. Although the 
$15,000,000 bank credit arranged 
last year may be drawn against to 
supplement working capital, divi- 
dends are again likely to approxi- 
mate those distributed in 1942. 
Subject to contract renegotiation, 
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earnings for the current year are 
expected to be as good, if not bet- 
ter, than the $2.29 per share 
shown in 1942, assuming con- 
tingency charges moderately 
larger than last year’s $1.89 per 
share. 


MacAndrews & Forbes 


MacAndrews & Forbes has attracted 
my attention in that it has a continuous 
dividend record for 40 years. 

Is their business such that they would 
benefit materially from the building boom 
expected after the war? 

Where is the source for the licorice 
which I understand is an important raw 
material to them? Any other information 
you can give me will be appreciated.— 


T. C., Evansville, Indiana 


MacAndrews & Forbes Com- 
pany was incorporated May 8th, 
1902, in the State of New Jer- 
sey. The company was controlled 
by the American Tobacco Com- 
pany until charged with being a 
monopoly. Its business is the ex- 
traction of licorice from licorice 
roots and the manufacture into 
paste and various products re- 
lated thereto. It also manufac- 
tures through the use of the same 
raw materials, boxboard, insulat- 
ing board and fire extinguishing 
substances. The importation of 
licorice roots, principally from 
Turkey and Iraq, was subject to 
war shipping hazards during 
1942 but it is said ample supplies 
have been available. 

The company showed $1.92 
per share on the common stock in 
1942 as compared with $2.31 in 
1941. Dividends were reduced in 
1942 and the total amount paid 
was $1.80 per share as compared 
with $2.50 in 1941. The com- 
pany’s earnings have been very 
stable for a number of years and 
in the pre-war years of 1936 to 
1939, inclusive, the highest this 
company earned was $2.52 per 
share, and the lowest was $1.99 
per share. The company has no 
funded debt, 19,904 shares of 6 
per cent cumulative preferred 
stock, par value $100 and 303,- 
894 shares of common stock, par 
value $10. A small percentage of 
each class of stock is held in the 
company’s treasury. 

According to the latest avail- 
able balance sheet, as of Decem- 
ber 31st, 
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New York, N. Y. 
September 21, 1943. 


Philip Morris & Co. Ltd. inc. 


Aregular quarterly dividend of $1.06% 
per share on the Cumulative Preferred 
Stock, 4%% Series, and a regular 
quarterly dividend of $1.12 per share 
on the Cumulative Preferred Stock, 
412% Series, have been declared pay- 
able November 1, 1943 to holders of 
Preferred Stock of the respective series 
of record at the close of business on 
October 18, 1943. 

There also has been declared a regu- 
lar quarterly dividend of 75¢ per share 
on the Common Stock, payable October 
15, 1943 to holders of Common Stock 
of record at the close of business on 
October 4, 1943. 


L. G. HANSON, Treasurer. 
LLL ddd 
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PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 


Common Stock Dividend No. 111 


A cash dividend declared by the Board 
of Directors on September 15, 1943, 
for the quarter ending September 30, 
1943, equal to 2% of its par value, 
will be paid upon the Common Capital 
Stock of this Company by check on 
October 15, 1943, to shareholders of 
record at 12:00 o’clock noon, Pacific 
War Time, on September 30, 1943. 
The Transfer Books will not be closed. 

E. J. Becxett, Treasurer 

San Francisco, California 











UNITED FRUIT COMPANY 
DIVIDEND NO. 177 


A dividend of fifty cents per share om the capital stock 
of this Company has been declared payable October 15, 
1943 to stockholders of record at the close of business 
September 23, 1943. 

LIONEL W. 


Treasurer 


UDELL, 





The Western Union Telegraph Co. 
DIVIDEND NO. 266 
A dividend of 50 cents a share on the capital ge of 
this company has been declared, payable Octob 15, 
1943, to stockhelders of record at the close of business 
on September 24, 1943. 
September 14, 1943 
G. K. HUNTINGTON, Treasurer. 





sets amounted to $6,565,012 as 
compared with total current lia- 
bilities of $1,531,830, with net 
current assets of $5,033,182. The 
ratio is a little better than 4 to 1 
and cash on hand on December 
31st, amounted to $1,099,589, 
and marketable securities at 
$871,512. These two items ex- 
ceeded total current liabilities. 
The book value of the common 
stock on December 31st, 1942, 
was $18.18 per share. The price 
range of this stock this year has 
been high 29; low 20%; last 
2614. Based on current market 
price and a yearly dividend rate 
of $1.80, the yield is approxi- 
mately 6.7 per cent. 
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Earnings for the first six 
months of this year amounted to 
74 cents per share or slightly less 
than the 78 cents shown for the 
same period of 1942. 

The company’s main plant is 
located at Camden, New Jersey, 
and it has facilities in the Near 
East, principally used for the 
gathering, preparation and stor- 
age of licorice roots, prior to its 
shipment to this country. The 
latest available balance sheet 
showed total inventory carried at 
cost, amounting to $3,797,098, 
as compared with $3,565,315 on 
December 31st, 1941. From the 
information available, this com- 
pany should do well in the post- 
war period but there is no infor- 
mation available to show that 
they would benefit materially 
from the building boom expected 
in the post-war period, but there 
is no reason why they should not 
receive at least the same amount 
of business as in the pre-war pe- 
riod. The company has had a long 
dividend record and has paid 
dividends continuously, at variant 
rates, for 40 years. 





For Profit and Income 





(Continued from page 689) 
Reconversion Reserves 


The fight of war-active com- 
panies for some reasonable pro- 
vision allowing establishment of 
tax-free reconversion reserves to 
help finance the return to civilian 
production after the war shows 
some current signs of bearing 
fruit. Senator Hatch has drawn up 
a bill under which war contractors 
would be permitted to deduct from 
taxable income, as an operating 
expense, up to 20 per cent of their 
profits after renegotiation of con- 
tracts, such reserve funds to be 
segregated in non-interest, non- 
negotiable Government _ bonds. 
Even as matters stand now, the 
post-war solvency of the average 
corporation is more assured than 
most people imagine. (See our 
special article on page 670). But 
the Hatch bill, if adopted, will 
make the outlook for many com- 
panies substantially better. It is 
believed that the influential Tru- 
man Committee will back it. 
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As I See It! 





(Continued from page 661) 


would be misplaced, in view of 
their own treachery —the wan- 
ton destruction of Russian terri- 
tory and the terrible atrocities 
they have perpetrated these past 
three years. 

In the back of his head Stalin 
is thinking of revenge and will, 
therefore, use every expedient to 
gain his ends. Besides, Stalin is a 
realist and fully aware that the 
Democracies are traditionally in- 
clined toward peace, while the 
Germans lean toward world domi- 
nation and, historically, have con- 
tinually sought for increased eco- 
nomic power at the expense of 
everyone else. Thus, they would 
always be scheming against him 
and, for this reason, he is bound 
to handle the Germans ruthlessly 
regardless of any promise he may 
make. And the Germans know it! 

It is not news that the Democ- 
racies have been seeking an accord 
with Stalin and, logically, the 
pressure for an understanding has 
been intensified since the battle of 
Sicily. In developing the planning 
for reconstruction and peace in a 
post-war world, despite the un- 
certainty as to Russia’s policy that 
seems to exist in many places, our 
own government is fully aware of 
Stalin’s ambitions and intentions 
so that we can move with assur- 
ance and courage, working con- 
tinuously for the collaboration 
that will smooth the way. 

Although the situation in Eu- 
rope is a very complicated one, 
we have come a long way since the 
last war and are in a better posi- 
tion to make a more realistic ap- 
praisal of the obstacles we must 
overcome and the pitfalls we must 
avoid, if Democracy and Free En- 
terprise are to survive and we are 
to emerge victorious from this 
conflict. 

Since post-war issues have now 
become paramount, when the war 
is won we can expect the various 
ideologies to remain in the back- 
ground for some time, while eco- 
nomic and financial considerations 
will come to the fore. Even the 
layman is aware that today eco- 
nomic and political victories are 
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of dominant importance. 

If post-war adjustments can be 
made by evolution rather than by 
revolution, constructive forces wil 
be able to assert themselves soon. 
er to the benefit of all the people 
The means of production, o 
which the livelihood of the masse; 
and their standard of living de. 
pends, must be preserved ani 
quickly rebuilt. This will depend 
entirely upon the cooperation be. 
tween the United States, Britain, 
Russia and China. 

At the moment the propose 
conference between Hull, Eden 
and Molotov is the first step in 
the direction of harmony. Much 
could be accomplished if Secretary 
Hull is able to attend, as Stalin 
bound to be impressed with his 
sincerity, his sense of fairness an¢ 
justice—and the fine objectivity o/ 
his thinking which makes his con. 
clusions so sound. If this confer- 
ence prepares the way for a meet. 
ing between President Roosevelt. 
Churchill and Stalin, then we can 
be sure that some of the knottiest 
problems will be solved. Face t 
face, prejudices and fears can be 
overcome and these three great 
personalities could then arrive at 
an understanding of each other, 
which would go a long way to- 
ward an accord from which 
realistic program could be evolved 
for the benefit of all. The out- 
come of the peace can well depeni 
upon this meeting. 

In the coming months there are 
likely to be many conflicting cur 
rents bringing uneasiness and un- 
certainty. This is inevitable, in 
view of the powerful forces set in 
motion by the war—all struggling 
for supremacy. In the meantime 
we must keep our feet on the 
ground by constructive work and 
action; above all, we must not re- 
sort to expedients and appease- 
ments nor leave too many loop- 
holes for an “out” by the sharp, 
astute individuals who are already 
intriguing behind the scenes for 
their personal aggrandizement. 











BUY 
WAR BONDS 
AND 
SAVINGS STAMPS 
BACK THE ATTACK! 
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United Seamen’s Service 
War Prisoners Aid 


Belgian War Relief Society 
British War Relief Society 
French Relief Fund 

Friends of Luxembourg 
Greek War Relief Association 


Give ONCE 


Norwegian Relief 


Polish War Relief 


NATIONAL WAR FUND 


Queen Wilhelmina Fund 
Russian War Relief 

United China Relief 

United Czechoslovak Relief 
United Yugoslav Relief Fund 
Refugee Relief Trustees 

—= - United States Committee for the 
Care of European Children 


for ALL these — 
a 








Sound Management for Your Investments 








EVERY business venture rises or falls by 


reason of one primary factor—management. 


Likewise, the healthy expansion—or the shrink- 
age—in your capital and income in the fast-changing 
war-peace markets ahead will be governed by the 


effectiveness of the management of your investments. 


Proper supervision must weigh painstaking the 
developments in Europe, in Africa, in the Far East, 
in South America and at home. It must anticipate 
dangers and set up safeguards for your capital. It 
should see new opportunities as they materialize and 
take steps so you share fully in income and profit 


benefits. 


Capable management must arrange your diversifi- 
cation as to type of security, nature of business, 
geographical location and political infiuences so as 


to protect your principal and foster its growth. 


It must plan to maintain an income return to meet 
your needs, and to provide a degree of safety to fit 
your personal circumstances. How can such 
management be attained? It is a task requiring 


specialized knowledge, painstaking research, broad 
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facilities and a capable staff. It is not a one-man job. 


A study prepared by the Twentieth Century Fund 
estimates that several billions of dollars are under 
the supervision of investment counsel firms in this 


country. 


No firm or individual is infallible, yet this estimate 
indicates that substantial investors have found that 
a reputable, professional organization, such as 
Investment Management Service, can attain satis- 
factory results more surely and safely than can the 
individual acting on his own judgment or with lim- 


ited assistance. 


Investment Management Service can collect the 
facts for you... it can interpret and apply them 
to your securities . . . it can supervise every dollar 
of your invested funds, as you would supervise your 
portfolio if you had the time, facilities, training and 


staff so necessary today. 


At this critical time why not investigate our super- 
visory counsel by taking advantage of the special 


invitation below ? 


ITHOUT obligation on your part, we offer to send you a confiden- 
tial, preliminary review of your portfolio if it exceeds $20,000 tn value—commenting 
frankly on its possibilities for capital growth, its income factor and its diversification. 


Your least favorable issues will be specified. Merely send us your list of holdings and 


objectives in as complete detail as you care to give. 











90 Broad Street 


GEMENT SERVICE 


jazine of Wall Street 
kit New York, N. Y. 





